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NOTE REGARDING THE ORGANIZATION OF 
THIS APPENDIX ON APPEAL 

In accordance with a stipulation entered into between 
the parties, this Appendix on Appeal is a continuation of 
the one submitted to the Court on the prior appeal, Docket 
Xo. 72-10(34, That Appendix consists of six volumes, total¬ 
ling 2,319 pages. Therefore, this Appendix begins with 
volume seven (VII) and page 2320A. 

Copies of the prior volumes of the Appendix will be 
made available to the Court in connection with this appeal. 

Also, for convenience, the table of contents to the prior 
volumes of the Appendix is reprinted herein. 
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5 pgr 


Ross - cross 


3040 4 


If on a national basis we usually meet for a 

five-day situation where there e 

ere is a seminar, one particular 

seminar. If we wor*> . 

e to take acquisitions or mergers, it 

would be from, let us 

<=t us say, nine or ton o'clock in the 

morning every morning for five days. 

° Can ^ eStl, " at0 approximately what percentage 
or your acquisitions have been on a contested basis? 

* YeS ‘ 1 W ° Uld tMnk tha < ^ would be the Warner 
Brothers acquisition; that would be on a contested basis. 

0 Were you the initial offeror in that case? 


A Yes. 


one. 


acquisitions. 


THE court: i s that the only one that was contested 
THE WITNESS: To my rejection, it was the only 

THE COURT: How many did you say you had made? 

THE WITNESS: I guess between 2Q ^ ^ 


the COURT: One out of twenty was contested? 


THE WITNESS: Yes. 


BY MR. ARNING: 


0 That was not a situation comparable to the one 
we are discussrn, here where you came in as a potential 
third party late to take over the position of one of the 


parties? 


SOOTHER- -- 






1 


6 pgr 


Ross - cross 


1041 A 


20 ! 


Q I would like to get the history of your corporation 
straightened out a little tore, you say it was originally 
listed as Kinney's Service Corporation? 

A That's when it was founded. 

Q That was in 1961? 

A That’s right. 

o What happened to that corporate entity naxt? 

A We acquired many companies through the years and 
then — 

o I am interested in what happened to that corporate 

entity. I am trying to trace - it seems rather checkered 
in a quick look. 

A That stayed that corporate entity. It made many 
acquisitions, but the only reason it was - the name changed. 

It is now that same corporation that existed then. It 
exists now but now it is called Warner Communications. 

0 When did the change of name take place? 

A I believe in 1970. 

THE COURT: What was the business of Kinney? 

THE WITNESS: At what point? 

THE COURT: m the beginning. 

THE WITNESS: We had a funeral business, and then 

we started a rent-a-car business. 





7 pgr 


3042 A 


637 


Ross - cross 

THE COURT: The organization in 1961. 

the WITNESS: The organization - „e merged four 
companies together on an exchange of stock basis, and we 
put a funeral business in with a cleaning and maintenance 
- office building cleaning and maintenance, a parking 
company and a rent-a-car company. 

Q YOU stated in your direct testimony that control 
has value as a sort of universal truth. Would you say 
that acquiring control of Pennsylvania Transportation 
Company just before its bankruptcy had value? 

A I would say that if anyone wanted control of 

Penn Central before the bankruptcy that they possibly saw 

dome values that other people didn't see. and they might 

have gone a different route and might not have been in 
bankruptcy. 

I can't answer that question except that way. 

U Contro1 anything just automatically has value 
in excess of its market price; is that your testimony? 

A Control of the situation has value, gives you 
availability to move out; it becomes a liquid situation, 
it gives you the availability to correct any ills immediately. 
A control of any situation has value. without control 
it could be disaster. 

Q Can you suggest any standards to measure that 


I 
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Ross - cross 




638 



2 

value? 



3 

A I'm sorry? 



4 

0 Can you suggest any objective standards by which 



5 

to measure that value? 



6 

j * N °' “ ls i ust “ Reside the ability, as I 



7 

o 

said before. to centre! one's own destiny, it has a li quid 



O 

value. People will buy control. 



9 

0 Can you tell me where, if anywhere, a company 



10 

called Bell Television. Inc. fits in your corporate 



11 

enterprise? 



12 

A Bell Television. Inc? That might be something 



13 

to do with National Kinney. As of this particular moment 



14 

I am not familiar. Th^t- minhk *_ 

nat might have come in with the 



15 

Holmes deal when National Kinney acquired Holmes Protection. 



16 

National Kinney — i' m sorry . 



17 

I think I should, just so we understand — 



18 

National Kinney is, today, a separate publicly owned 



19 

vehicle which is listed on the American Stock Exchange. 



20 

Q When did you acquire, if you did, an interest 



21 

in National Kinney, and what was that interest? 



22 

National Kinney was sold - sold its own stock. 



23 

We owned 100* of National Kinney. 



24 

Q Fr ° m dat6? 1 ™ “yin, to get the history. 


25 

From the time we acquired the various companies. 

1 
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In other words, what is in National Kinney is the parking 
business. „e had that fro. the very beginning. What is 
in National Kinney il the cleaning business. We had that 
from the very beginning. In other words, what we did, 
we separated the company into two aspects, one - 

0 You are going to have to be more precise than 
just "the company." 

A » I can clear it up, let's go back. - 

Several years ago, what we did, we decided that 
we were in two businesses, main businesses, one being 
the entertainment communication business and the other 
being in the real estate service business. 

0 In 1961? 

A No. This is in 1970 or 1971. 

0 You are getting ahead of me. Go back to 19U. 

What was the top parent company at that time? 

Kinney Service Corp.? 

A Right. 

Q In there there are several businesses? 

A That's right. At that time we had an exchange 
of stock in that company which was the funeral business, 
the rent-a-car business, the parking business, and the 
cleaning and maintenance business. 

o Were those businesses owned through subsidiaries 





» 


3045 4 

10 P9r Ross - cross 

6 4 0 

or directly? 

A We each — Each one of those companies exchanged 
their stock for a company known then, or just formed to 
be, Kinney Service Corporation. 

0 So that at that point in time there was a top 
holding company, Kinney Holding Corp., and four subsidiaries 

A That may not be the exact structure because some 
of the operations may have been up into Kinney Service. 
Instead of being a sub it could be a division. 

0 Was one of those subsidiaries Kinney National 

or National Kinney? 

A No. 

Maybe I can clear this up, if I can: 

Kinney Service was formed when four companies 
exchanged their stock for the stock of a company known 
as Kinney Service. Kinney Service, from that point on. 
then acquired, we acquired, many other businesses, as 
I listed prior. The structure remained the same. Some 
of the acquisitions became divisions, some became 
subsidiaries, until either 1970 or 1971 - the date escapes 
me on that - when we decided to split the company into 
two aspects, one entertainment communications and one 
real estate service. 

We then took the group that was 100% owned by 






11 pgr 


Ross -cross 


A 


Warner Communications at this time, because in 1 „ 0 Kinney 

Service changed its name to Warner Co™ teat ions, nothing 
else happened. 

We then. National Kinney then, sold a part of 
the stock to the public and went public onto its own. 

We remained with our pro rata percentage of stock. In 
other words — 

THE COURT: Was that an underwritten issue? 

™E WITNESS: That was. 

THE COURT: Who was the banker? 

the WITNESS: The banker was Bear Sterns. 

I hope I cleared up that point. 

BY MR. ARNING: 

° Wel1 ' 1 think " Clear " “y be an exaggeration, 

but we know a little bit more than we did before. 

DO you still own your interest in National Kinney 


Corp. 


Yes, we do. 


sell. 


Have you committed to sell it? 

We have entered into a memorandum of agreement to 


Q All of it? 

No. We have entered into a memorandum of agreement 
to sen five million of six million shares . 
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643 


Does that include the convertible preferred? 


A That includes the convertible preferred. I am 
taking the convertible preferred, when I say five million 
of six million, as to those it is converted. We have 
three million of common of National Kinney. We have 
a million and a half convertible preferred that converts 
into another three million shares. When I say we will 

sell five million of the six million, that's the memorandum 
of agreement right now. 


Q Would you agree that in making a decision whether 
or not to proceed with an acquisition, your own cash 
position might have some relevance if there is going to 
be a cash acquisition? 

A Yes. 


25 






3048 A 

pgbr 1 Ross-cross 

0 In tact, was it your organization's or national 
Kinney's organization's lack of cash the reason for the sale 
now of your interest in national Kinney? 

A No, sir. 

U You are unwilling to put in an additional 60 
million cash into the Uris acquisition? 

A No, sir. As a matter of fact, we hau announced 
a week or two weeks ago that the banks had arranged the 
financing for Uris. We are in tne middle of completing 
tnat agreement. It should be comoleted witnin 48, 72 hours. 
But tnat's a public announcement, sir, out. there. Whether 
or not these shares are sold under tne memorandum of 

agreement, tne financing nas been arranged for the completior 
of the Uris deal. 

Q Didn't that announcement, indicate that it was a 
standby arrangement, pending your negotiations for tne sale 
of National Kinney? 

A 100 per cent so. The financing is arranged, 
if need be. 

W but based in part, at least, on the proposal to 
sell the stock? 

A Not based in part. The proposal has nothing 
to do with that aspect.. If we sell then the buyer will 


arrange all the financing, including the money to acquire 






3049 A 


pgbr 2 


Ross-cross 


our stock. The financing is arranged by the banks to 
complete the Uris. 

Q Wasn't there a suit brought, against you to force 
you to buy the balance of Uris? 

A Oh, yes. 

Q It was after the suit was brought that you proceed¬ 
ed with these arrangements? The time was after? 

A Our original statement — 

Q Answer my question and then go on and explain. 

A Repeat the question. 

0 You only proceeded with these steps after a suit 
was brought to comnel you to perform your obligation to 
acquire the remaining interest in Uris? 


A No. 


THE COURT: 


He is asking for a sequence of 


dates. 


THE WITNESS: I am trying to recall the sequence. 


I don't know the sequence of the date of the lawsuit. 
Tnat's where I am having a problem. 

MR. LIMAN: Do you want the date of the 

lawsuit, Mr. Arning? 

Q I have a page here from Moody's Industrial. 
Perhaps that would refresh your recollection (handing). 
A (Pause) It doesn't, have, a date. 


iOUTHtWN OltTWir- COUBT BEPOUTFP* 


X 


3050 1 




P9br Ross-cross 

C.' If the suit was brought to you to go ahead 

with the conclusion -- 

A We announced the first time, v/e acquired we were 
going ahead. National Kinney announced it on the first 
date that it was going to complete by June 30th, 1974, the 
tender. 


>J Tnis Mr. Franks 1 who brought tne lawsuit is not the 
sent Mr. Frankel who was the chief executive of National 


ninney? 

A No relation. 

Q When you made tne acquisition in Uris through 
National Kinney you first, boug.it a substantial block from the 
Uris family, I take it? 

A National Kinney did. 

U At that time National Kinney undertook an obli¬ 
gation to purchase the balance at the same price, did it. 

not? 


Yes. 


Q Same or better? 

A It undertook an obligation t.o purchase the 
balance at. $15 a share by June 30 , 19 74 . 

Q Was this the same price you paid to the Uris 
family? 

A No. That was about 50 cents more. 


« —- 



30514 


pybr 


Ross-cross 


Q In ° rd6r t0 get the cash flow, which you indicatPd 
was one of the major benefits of control, wouldn't a 
corporate consolidation be necessary? 

A merger, yes. A merger or various means of 
getting the two companies together. 

,J In ° thPr words ' acquiring a simple, majority would 
not be sufficient for that purpose or working control? 

A A simple majority? 

Q Yes. 

A No. it could give you other ways of doing it. 

You do have the ability to declare dividends in 
your best interest, or the ability to sell assets in a 
particular situation to raise capital, and you can 

distribute it or not distribute it, or do anything you 
want to. 

0 There are some restraints on your ability to 
do tiiat as against having real control of cash flow? 

A Restraints on what? 

U Your ability to pay dividends as a way of 
obtaining casn flow. 

A That would go to what indentures you have or 
anything else. 

0 ,,nen you ind icated that you had been quite ready 
to have taken over Cnris-Craffs position, assuming either 


G> 
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I 40.d to 30.6 or 42 to 37 in the competition with Bangor 
Punta, you indicated you would not touch Bangor Punta's 
position with a 10-foot pole. 

If, ultimately, your goal is control of cash flow 
and you were going to have to merge them in to get that, 
why wouldn't you want to acquire both positions? 

A If I nad -- at. what point? 

J If your goal was to obtain the cash flow, that woul< 

require you to obtain a merger or consolidation? 

A If I may suggest, you are emphasizing, and I think 
that was either the third on my list of importance as far 
as cash flow was concerned -- that is of prime importance, 
but the most important thing is tne management, putting in 
correct management, giving it direction. 

Q Answer my question first. 

A I'm sorry. 

Q Then you can argue with me. 

Assume that cash flow is your goal. That's what 
you want. The merger is to obtain the cash flow. Since 
it is necessary to get 100 per cent in order to have that 
casn flow,why would you say you would not touch the 
minority block or the trailing block with a 10-foot pole? 

A Well, if * ua* sitting in a situation -- and 
maybe the best way I can answer it, and I hope I am answering 


southern district rniiBT pcp^c... 


25 
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pgt>r Koss-cross 

this right — if T was sitting in u situation whore I nad 
42 per cent as opposed to a 37 per cent, and if the other 
side wanted to sell me their interest, 1 would seriously 
consider buying their interest if any cash funds were 
available. 

0. You would toucli it with a 10-foot pole? 

A Only if I had the. 42 first. 

O Iirst or second, you are quite prepared to 
toucn it? 

I m prepared fro touch it depending upon my total 
Only if I nave the 42 block first. 

Would you be disposed to trv to buy that one at 
price or would you offer tuc same price? 

I think different people would do different tilings 

think that if you had tnat lead in a contest _ 

You are assuming the contest is still going on, 

Whatever you assumed in giving your previous 

I ani asking this question: At the 42-37? 

At 42-37 you have purchased tne 42 por cent, 

X dollars per share. 

A Yes. 

Q Now you turn to the nan with 37 and you say, 

REPORTERS. U S. COUBTHOUW 


A 

plans. 

<j 

a lower 
A 

I would 

sir? 

g 

answer. 
A 

g 
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“ 1 would iikn to buy vour stool; t< 
trol." 


: too so j can qct 


con- 


,io IJdy:l ' 1,1 0111 «|uit.o willinq to sr 11." 

WiU y°“ **v '"'f in -If I ,„,. r ,, ricet a 

higher price, or tile same trier? 

A I would try to buy u„y s.i.irr „ f ,„ wpst 

possible price’ l could. 

1 am not no sun th.it it would not bn better 
lor nut Itrst to qet totl.e 1 , ,, , M ljKCa(J!1( . ^ 

1 '" ,Ve C °" tro1 ' and his stock r.-ally „us value. I 
would probably qo to the L.1 -- 


fMOUSt 


i A') 



4 


,7 m s«• 


t2/4 am 2 


pgbr 


Ross-cross 


TliE COURT: You 55a Y the stock has no value? 
THE WITNESS: Very little value. i' m sorry. 
I HE COURT: None or very little? 

1UE WITNESS: A much depreciated value. 


THE COURT: 

Wnich one do you want? 


Tnat's a tliird version of it. 


TnE WITNESS: Not no value. 

TUE COURT: Which is it? 

THE WITNESS: Much depreciated, your Honor. 

13V MR. ARNING: 

U In those situations you have been through where 
you first nought control and then merged out. or otherwr.se 
acquired the remaining shares, did you ,>ay then less than 
you paid in the first acquiring control? 

A (Pause) I'm thinkinq through. 

O Take your time. 

A I taink we paid approximate ly the same, *2, 
that is. 

U Wlie " YOU n,ad<! Your initial acquisition or offer 
for Warner brotners. did you have in mind anv values of 

control there above and beyond your ability to replace. 19 
out of 21 executives? 

A The availability of controlling the destiny of 
it. tao availability of implementing the long-range planning. 





3056 A 
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of 1 ay i n«j down po l i cy - - 

U Among the destinies, wasn't there a substantial 
undervalued inventory of films that you were able to realize 


A Tin*re is an undervalued library of films. i guess 
it. is still presently in existence. However, quite the 
contrary is so. Upon acquiring Warner brothers wc immediate y 
wrote olf approximately Vj million of pre-tax films in¬ 
ventory . 

U He fore making that acquisition, did you make a 
fairly intensive study of Warner brothers? 

A Yes. We did that to the best of our ability 
at that time because it was contested. 

U Have you made any comparable study of Piper 
Aircraft Corporation? 

A i4o. fJo way, shape or form have I. dot tin 
study 1 made on Warner brothers. 

U bo you have among your companies any siti ~tion 
where there is a substantial minority block owned by a 
single entity? 

A Not to my knowledge. 


MR. ARMING: I have no further questions, your 


k 


honor, 


25 
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CROSS EXAMINATION 


BY MR. RYAN: 


Q Mr. Ross, I understand your testimony to be that in 
your opinion^a reasonably prudent consummate deal maker \jOO 
would iiave offered a premium over value for Chris -Craft' s 

41 per cent block while Rangor Punta owned 31 per cent in 
August of 1969. 

A If the company wanted to purcnase that position, 


0 Would you please answer my guestion. 

A Yes, I think I did. 

THE COURT: Read the question. 

(Record read.) 

A (Continuing) Yes. 

U Is it also your opinion that such a reasonably 
prudent consummate deal maker would iiave offered a premium 
over value for Cnris-Craft•s approximately 42 per cent 

block in September of 1969 while Bangor Punta owned H per 
cent? 


A Yes. 

That's your considered opinion? 

A Yes. 

U You also testified, I believe, that you were 

first called into this mctter by the plaintiff last Friday. 


southern district court repo**”— 
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*es. I believe the date is las 


3058 A 


t Friday. Arthur 


Liman called me. 


TiiE COURT: Put the date on the record. 

Friday will mean nothing. 

U Was that April 19th that you are referring to? 

MR. LIMAN: I called him the date I received the 

Gant report. if it was Thursday afternoon, that's it. 

THE COURT: We have been talking about tne 

uate, and I think it is now agreed it is April 19, 1974. 

MR. LIMAN: It is the date their report came, 
either Thursday or Friday. 

MR. RYAU: I believe tne witness is on the stand. 

I am trying to test his recollection. 

Q Was it last Friday, April 19tn, that you were first 
called into this? 

A I believe it was last Friday. 

Q Sinc6 last f^i^ay what analysis or examination 
did you perform into the financial conditions of the oper¬ 
ations of Piper preceding or subsequent to August and 
September of 19G9? 

A 1 didn't do much work on Piper. 

U Could you tell us wnat "not much work" was? 

A I just skimmed through the registration pros- 

pectus. I forget. I didn't do any appreciable work on 



3059 A 

PJkr Ross-cross <554 

Piper wnatsoever, on the financials of Piper. 

Q You never looked at any material regarding Pipr 
Aircraft Corporation? 

A No. 

Q You say you skimmed through a prospectus? 

A Yes. Whatever the material was that I had 
in front of me, but I didn't do any work. 

Q You made no examination? 

A No. 

mm 

U Would your answer be true concerning the financial 
condition of bangor Punta Corporation at that time? 

A Yes. 

y Would your answer be the sane concerning Chris- 
Craft Industries at that time? 

A No. 

y What did you do concerning Chris-Craft.? 

A I looked at the balance sheet of Chris-Craft in 

April, May, June, July, in that area, of 1969. I studied 
those . 

Q The balance sheets? 

A And the P&Ls. 

y For when? 

A April, May, June, July in the 1969 period, in the 


year 1969. 



3060 A 
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U Did you make any examination into any of the 
outstanding loan or note agreements which affected the 
capitalization of Chris-Craft at that time? 

A I didn't do any extensive work. I saw the notes. 

U You saw the notes, the item on the balance sheet? 

A Yes. 

U Were you told, or did you learn, tnat under the 
5-3/4 per cent senior notes Chris-Craft was in a position 
where it was limited in what activities it could do in 
purchasing additional securities of Piper? 


Q You don't know? 

A No. 

Q You made no inquiry? 

A I don't know. 

Q iiow long have you known Mr. Siegel? 

A I guess — I don't know -- it may go back 12 

years when I met Mr. Siegel, in that area, 12 or 15 years 
Tne reason I am trying to place it is that we happened to 
live in the same apartment house at one time. 

Q You consider yourself a close friend of Mr. 
Siegel? 


A No. 


Q Just a me 


re acquaintance? 


SOUTHERN DISTRICT COURT HC POWTfBj U S XOUBTHOUSC 




pgbr 


Ross-cross 


3061 A 

656 


A 

Q 


Less than that. 

Since you net. him 12 or 15 ve^r* j • , 

ur y ea rs ago, did you have 


any business relationship or transact! 


on with Mr. f : eg P i? 


No. 


U bid he have anything to do with Warner Brothers? 
A No. 


o You mentioned that Bear, Stearns functioned as 
an underwriter or manager of 


one 


of/y>ur transactions; is 


tnat. correct? 


A Yes 


Does any member of Bear, Stearns sit 
board of directors? 


on your 


A Yes. We have 


two investment bankers on our board. 
Bear, Stearns, Lasard Preres, and we also deal with 
investment bankers. 


many 


Has Oppenheirer ever don 


e any work for your 


ones we have done 


company? 

A No, oppenheimer has not. Goldman, Sachs has; 
Salomon has. They are principally the 
the most work with. 

**■ are your counsel? 

A Paul, Weiss, Goldberg, Rifkind. 

Garrison. 


Ifiiarton & 


U Let ' s 90 a u *-tle further into your test 


imony. 
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vou said as part of your direct examination that 
t..e elements of ontrol that you consider of great value 
“as the selection of management, cash flow, the ability to 
ferge, and long-term planning; is that correct? Is that an 
accurate recapitulation of your direct examination? 

A I nave said that management is important. said 
that long-term policies are important. I said that cash 
flow was important. That's correct. 

o have you had any expertise or experience in manage 
ment of general aviation companies? 

A No, sir. 

U YOU testified, I believe, you were aware that 
tnere was cumulative voting i„ the State of Pennsylvania? 

A Yes, sir. 

0 UO yOU knOW hOW ma "V directors Bangor Punta would 
have been entitled to have on the board of Piper Aircraft 

Corporation in 1969 while it. owned 37 per cent of the 
stock, and assume that Chris-Craft, or some third party, 
a consummate deal maker, bought the 50 per cent? 

A I would think three. 

U AS against consummate deal maker, winner, 4 ? 

A having control. 

o And then there was an 8-man board. Do you know 

who tne eighth director was at that time? 
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A No. 


Q Well, if I told you it was William T. Piper, Jr., 
would that indicate that he had something to do with the 
management of the company? 

A I would think that the company that controlled 
Piper would put in their own board, their own management. 

^ You can,fc P ut in your own board. They could only 
put in the number of directors you could elect. 

A Yes. 

0 So you are always going to have a minority 
group on the board. If you have an 8-man board there 

wouid be at least three directors as you posited, representing 
37 per cent interest? 

A Yes. 

Q Do you think that those three directors would have 

any influence or possibly be able to assist in the possible 
selection of management? 

A If they came up with good recommendations I would 
assume that the majority of the board would act for the 
best interest of the corporation. 

0 You with your four directors would be able to force 

a wnole new slate of management in there over the objection 
of those otner three directors? 

A No doubt in my mind about that. 


V 
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You are certain about that? 


Yes. 


g Cash flow, I will take it second, 


If you owned 50 per cent or 51 per cent of Piper 
Aircraft Corporation, would you be able to touch the cash 
flow of Piper? 


Q You said you didn't examine into Piper's 
financial condition prior. Assume I told you that for 
three years previous to 1969 Piper had a negative cash 
flow. would that influence your decision as to whether 

you would offer a premium for Chris-Craffs 42 per cent 
or 41 per cent? 

A No. if i were interested in the company 
and I did a correct evaluation, I would pay for that 
company what I believed it to be worth, regardless of 
market value, and to get control of it I would pay what 
I would estimate that value to be - regardless of whether 
it had a minus cash flow or a plus cash flow. i would 
evaluate wnat I would do with that company if it were 
in my hands at a future date and what I wouid earn in it. 

MR. RYAN: I would ask that that question be 
read to the witness once again. 

MR. LIMAN: And when the question is read 
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I would like the answer read too. 


THE COURT: We will do it both ways. I suppose 
I have to intervene between these contestants. 

(Record read.) 

MR. LIMAN: And now the answer,please, just 

the first word. 

THE COURT: Can you answer the question briefly 
and then we will have your longer answer read. 

A (Continuing) No. 

(Record read.) 

MR. LIMAN: Tne reporter can stop at the first 

word, your honor. he answered the question. 

0 Mr. Ross, you also testifieu that in your opinion 
you could never sell the minority block wnen Bangor Runta, 
or some t.nird party, received 50 per cent; is that correct? 

A I didn't say you could never sell. i said it 
would be a most difficult, sale. 

Q Uo you think it could iiave been sold in a public 
offering? 

A I think you would iiave several problems in a 
public offering, severe problems. 

Q But you are testifying as the purcnaser of a 
100 share block and not as an investment banker. 

mat s correct. I am testifying as a purcnaser. 


I 

! 
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(,> You tes tificd tnat us tar us you we re concerned 
I believe you said — it had a depreciated value? 

A That's correct. 

Q Wouldn't the value of the minority block depend 

basically, or fundamentally, on the value of the whole 
company? 

A No, sir. 

U Let me put it this way : Supposing Piper was 

genera tiny 15 million dollars, a positive cash flow, wnich 
you could put upstream into your conglomerate. Don't 
you tnink the minority bloc): that's out here preventing 
you from upstreaming that money would nave a value? 

A Would it have a value? Yes. I said it would 
have a value, but I said it would have a depreciated value. 

U Depreciated over what? 

A You would be at the mercy — You have, a non-linuid 
asset. You can't, move it. It is a very difficult thing 
to move. It is a very difficult tiling to sell. 

THE COURT: He wants to know what the. base is 

from wnich you depreciate; from what number or value do 
you depreciate? 

A You would have to -- If you could find anyone 
to put a value on it it would be the value that, someone 
wouldbe willing to buy it from you for. 


i 
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Q I am talking about you, Mr. Ross, as a conglomera- 
teur. You had a subsidiary with which you could generate 
a $15,000,000 cash flow if you owned 100% of it. Wouldn't 
the minority interest there have a greater value to you 
than if the cash flow was one million dollars a year? 

A I would have to evaluate, yes. It is conceivable. 
Certainly, but I could dividend and go another route to 
get us money and the minority interest money. On a 
positive cash flow you have a lot of latitude. 

Q You certainly do. It is more preferable than 
dividends in your type of business, isn't it? 

A More preferable than dividends. 

You don't have to pay a tax. 

It is 7-1/2% after tax. 

So the minority does have some value? 

It has some value. 

You say "a depreciated value." It depends on 
what the circumstances are at the time of the sale? 

A No. 

Q The purchase? 

A No.— once again we are in the same situation. 

THE COURT: Doesn't it depend on the 

circumstances? 


Q 

A 

Q 

A 

Q 


THE WITNESS: 


A ninority interest? 
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THE COURT: Doesn't the price at which you can 

sell a minority interest depend upon the circumstances? 

t that just like saying today is Thursday? 

THE WITNESS: No sir , . 

no, sir. a minority interest — 

Are we comparing it — 

THE C0URT: He are not doing anything at all. 

THE WITNESS: Hay I ask you a question? 

THE COURT: Certainly. 

THE WITNESS: Are we savin™ 

Are we saying that a minority interest 

has a given value if someone else has control? 

THE COURT: No. 

THE WITNESS: Just a minority interest without 

any blocks around it? 

THE COURT: No. 

The only question is an abstract question unrelated 
to anything living, dead or unreal. 

Doesn't the value of something depend upon the 
circumstances? 

THE WITNESS: Yes eir mv. , 

*es, sir. The value of something 

always depends upon given circumstances. 

THE COURT: That's the only question that was asked. 
BY MR. RYAN: 

0 Hr. Ross,you have testified that in your opinion 
a premium would have been paid over value for Chris-Craft .. 
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“ 4U bl ° Ck in AU9U “ ° r September. „hat premiun 
do you think would have been paid? 

A I can't tell that. 

0 You have no opinion on it? 

a I can’t tell what premium would have been paid 
for the 42 or the 41, whatever the case may be. 

Q But a premium? 

A 1 think it would be to the point of how badly - 
-d we are assumi„ g - that third party out there wanted 
to buy that company and what they saw in it . They wouW 

then evaluate that premium which they would then pay to 
9ain control of Piper. I cannot answer that. 

o vou can’t tell me the amount of the premium? 
can you tell me what the value upon which such premium. 
lf Xt existed ' is, in your opinion? 

A The value to gain control. 

o bet’s see if „ e cannot quantify it i„ dollars. 

I Will take your own computation, that Chris-Craft 
Here paid an averaqe of $64 a share for 41 or 42, interest 

1,1 PiPer ‘ IS ““ **“ — - which you would ascribe 
the premium? 

A I don’t understand your question. 

0 would somebody pay Chris-Craft more than S 64 


for its 41% 


or 42% block? 
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* Oh, yes. That’s conceivable. It all depends 
how that third party would evaluate Piper. Different 

People will pay different things for control of different 

situations. Everyone_ i *- < _ 

y it is a very subjective situation. 

Everyone evaluates things differently. 

0 Let me put it to you this way: 

Suppose Mr. Lewis, one of t-ho «- 

, one or the senior partners 

Of Bear Stearns, told you that his firm believed that the 
fair value, absent the contest for control of Piper at 

this period of time, market price, market value, would 
have been $52 a share. 

A Mr. bewis would not say that to our company. 

Q Assume that — 

A OUr internal accountants, our internal people, 
would evaluate the assets we are getting, the future we 
are getting, and we would make the decision, and it would 
have no relevance to the market. it could be worth 70. 

MR. LIMAN, I don’t think you heard the question. 

0 Would you value Bear Stearns’ opinion as the 
fair value market value of the securities? 

A Yes. 

Q If Bear Stearns advised you that in August and 
September of 1 969 the falr value ^ ^ ^ 

contest for control between Chris-Craft and Bangor Punta. 


25 






is 1 

ift 

2 

3 

4 

5 

6 

7 

8 
9 

10 

. 11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

»* 

23 

24 

25 


665 


3071 A 

5 P ^ r Ross - cross 

would be approximately $52 a share, would you think that 
that was fairly reasonable to pay? 

A If Bear Stearns gave it I would think it is a 
good opinion. 

m«r 

Q How much ©£• that $52 would you have been prepared 
to pay for Chris-Craft's 41% and 42% block in August of 
1969? 

A That can't be answered now. You could pay 60, 
you could pay 70, 80, 90. Different people evaluate 
^iffsrent situations on a different basis. You can't 
say that now. 

0 I thought you testified in your opinion somebody 
would have paid a premium over value? 


A I think I just mentioned figures that were 
premium. If they believed that they wanted the company 
they would have paid a premium. If they wanted the company 
they would have believed that 42% would have gotten the 
company. 


Q You have no opinion as to what the price would 
be? Is that what your testimony is? 

A No. I have no opinion. 

Q Mr. Ross, on your direct examination you said that 

a pooling of interest would, have a factor and that good 
will has to be written off. 
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A Good will has to be 

e written off on a non-pooling, 

on a purchase. 

Q Was that true in 1969? 

A No. YOU would have to carry in 1969. I think 
that was prior to opinion 16. However, you would have 

to carry the good will on your books, and depending on the 

nature of the good will it didn’t necessarily have to be 
written off. Some did and some didn’t, but you could 
carry it for as long as 40 years. 

o Until a recent change in accounting principles 
you didn't have to amortize good will? 

A That's right. 

Q At all? 

A I think — no. Th^t-'e not 

mat s not necessarily so. 

0 YOU could make a decision to write it off but 

you didn't have to amortize it? 

A Depending on what you have _ 

o Was it a factor in acquisitions in 1969? When 
you acquired a company in 1969 were you concerned with 
whether you may have a good will factor in your balance 
sheet? You as a conglomerateur? 

A No. 

Q just one more point: You made also a comment 

that you opined that if only 90* of all of the outstanding 
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shares of Piper in this August period, September period, 


were tendered and Bangor Punta had 41 at that point and 

3 | 

Chns-Craft 4 *, Bangor Punta couldn't get control? 

That's correct. A mathematical impossibility. 
Q But what would be the situation if Bangor Punta 
had acquired all other shares tendered? Wouldn't it have 


49%? 

A Yes. 

C And Chris-Craft would have 41%? 

A Right. 

MR. RYAN: No further questions. 

CROSS-EXAMINATION 
BY MR. SHIMER: 


Mr. Ross, you said you made a number of acquisitions; 
in your career? 

A Yes. 

Q Do you usually conduct an investigation prior to 
making an acquisition? 


A Yes. 

0 Have you ever made an acquisition with knowledge 

of Uttle more than what was carried in standard reference 

sources available in brokerage offices? 

Wtl 

A No. has never done that. 

MR. SHIMER: No further questions. 
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REDIRECT EXAMINATION 
BY MR. LIMAN: 

Q Mr. Ross, you expressed some views in terms of 
whether you would buy as a purchaser Chris-Craft stock 

if it was offered in a secondary distribution, Chris-Craft's 
Piper stock? 

A Yes. 

Q Do you have responsibility for the management of 
a substantial portfolio? 

A Yes. 

Q What is Warner Brothers portfolio of marketable 

securities? 

A Approximately $190,000,000. 

Q Secondly, you were asked how well you knew Mr. 
Siegal. Do you know Mr. Salgo as well as, you know Mr. 
Siegal? 

A Yes. I know Mr. Salgo as well. 

Q You were then asked what the premium for a control 
position in Piper would be. If I were to tell you that 
Bangor Punta paid $80 a share for the Cornfeld block of 
about 80,000 shares in May of 1969 and it picked up 
approximately 100,000 shares in August of 1969 at an 
average price of slightly below $80 a share, would that 
enable you to express some view as to what you thought 
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the premium might be? 

A I would only assume that Bangor Punta thought 
it was worth that, and I have to tell, if Nick Salgo 

thinks it is worth it, he is one of the best I have ever 
seen. 

Q VOu were questions he various attributes 

of control positions. I don't r, all anybody on cross 
asking you about liquidity. Is that a major factor? 

A Major, major factor. 

Q Mr. Ross, in your National Kinney situation, 
if there was a shareholder who had 51%, do you think you 
could have sold 40% today? 

A No. No way. 

Q When you talked about that, the value of the 
minority position, S* depreciated value, what you could 
ultimately get would depend on the bargaining between you 
and whoever wanted to buy; is that correct? 

A That’s correct. 

0 Would you say that you were in a disadvantaged 
bargaining position? 

A Very much so. 

Q Would you rather be in a control position if 
you wanted to sell? 


A Of course. Control controls the ball game. The 
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minority is suicide. 

Q Another thing. in going into acquisitions 

seeking control, is it your object to get control in order 
to sell? 

A It is my object to get control in order to build 
the company. That's my object. I put in management, I 
develop the earnings, I develop the cash flow, I develop 
the properties for long-term growth. 

Q Is the liquidity really the backstop in that 
it gives you the opportunity to sell? 

A The liquidity then, in exchange of plans, 
it is there. 

MR. LIMAN: No further questions. 

THE COURT: Mr. Ross, suppose I were to say to 

you that in the beginning of May of 1969 Bangor Punta had 
a 31% stock ownership position and Chris-Craft had a 33% 
stockholder position in Piper. Would you estimate what 
their respective chances were to get control? 

THE WITNESS: No. I cannot do that. 

THE COURT: Suppose that during the course of 
May of 1969 Bangor Punta had increased its position to 45% 
and Chris-Craft was still at 33%. Would you have committed 
any further resources to Chris-Craft's chances to get control? 

THE WITNESS: No, sir. 

SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
- EOLEY SQUARE. HER YORK. M.Y. C0 7-4S>0 _ 







1 


11 pgr 


3077 A 


2 

671 


THE COURT: Would you have committed any further 

3 

resources to that chance to get control in funny money? 

4 

THE WITNESS: I would not think I would have 

5 



any chance of getting control ©4 any money if it was 45-33, 

6 

your Honor. 

7 


8 

THE COURT: So you would not be passing out 

any tenders or cash to try to lift yourself above 33% 

9 

if somebody else was staring you in the face with 45%? 

10 

THE WITNESS: If someone had a bonafide 45% 

• 11 

there is no way I would put another dime into that. 

12 


13 


14 


15 


16 


17 


18 


19 


20 


21 
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THE COURT: Suppose you knew that it was 45% 
bonafide or otherwise; at 45%? 

THE WITNESS: Pardon? Bonafide or otherwise? 

THE COURT: Yes. 

THE WITNESS: I'm not sure I understand that. 

THE COURT: We will say — 

THE WITNESS: If it's a 45 -- 

THE COURT: No, no. 

— 45 actual with a lawsuit attached to it. 

THE WITNESS: I would evaluate the lawsuit. 

THE COURT: You would evaluate the lawsuit? 

THE WITNESS: I wouldn’t personally. Excuse 

me. I'd have my counsel to do that and give me an opinion. 

THE COURT: Would you, as an entrepeneur on 
that evaluation, commit money to buying more stock in order 
to get control? 


THE WITNESS: I would think that I would have to 
wait for counsel's opinion on the evaluation of the lawsuit 
to make that decision. But if it was 45 bonafide, without 

p*c+>i 

any lawsuit and the other had 33, the party with 33 

should not put another dime in ; in my humble opinion. 

THE COURT: Either in cash or stock? 

THE WITNESS: Yes, sir. 

THE COURT: Or securities? 
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2 

THE WITNESS: Yes, sir. 

3 

THE COURT: Now, you may have already answered 

4 

this question. I think that you said you did not know 

5 

anything about the background or the corporate results of 

6 

Chris-Craft; is that right? 

7 - 

THE WITNESS: I just studied the balance sheet 

8 

on those several months and the P/L. 

9 

THE COURT: Do you know that Chris-Craft had been 

10 

making acquisitions in the past? 

11 

THE WITNESS: No. I noticed from the balance 

/ 

sheet — I'm sorry, I don't know how they came aiout. I 

i 

12 

13 

know there were certain entries on the balance s’heet where 

14 

• / 
they owned — 

15 

THE COURT: Pieces of companies? 

16 

THE WITNESS: Yes, sir. 

17 

THE COURT: As far as you know, did Chris-Craft 

18 

have any experience in long-term management in any of its 

19 

acquisitions? 

20 

THE WITNESS: No, sir, I can't answer to their 

21 

experience. 

22 

THE COURT: This possibly is just curiousity. 

23 

You say you managed $190,000,000 worth of portfolios? 

24 

THE WITNESS: Yes, sir. 

25 

THE COURT: What was it worth October 1, 1973? 
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THE WITNESS: October 1, 1973? 

THE COURT: Or September or August. 

THE WITNESS: Well, I would say that the 190 was 

probably down, and I'd have to guess. I can give you Decembe 
It's on the balance sheet of our annual. 

THE COURT: That is after the decline set in. 

I want to find out before the decline set in. 

THE WITNESS: I'd only be guessing to sort of 

pick a date. I would say maybe the marketable securities 
in October and November of *73 — and this would strictly 

be a guess - were - the 190 was probably down around 177 
or 180, but that would be a gu^ss. 175. 

MP. LIMAN: I am not sure. You are guessing it 

was 180 in October as compared to today? 

THE WITNESS: Yes. The market — the actual 

market value. 190,000,000 is the cost. 

THE COURT: 190,000,000 is the cost? 

& 1 

THE WITNESS: Yes, sir. 

THE COURT: Oh, I didn't understand that. I 

thought you told Mr. Liman that you had experience in 
managing a portfolio; in other words, there was $190,000,000 
and I was just testing your portfolio management. 

THE WITNESS: Well, I do. We — 

THE COURT: How much money? 
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THE WITNESS: We had a lot of money. We didn't 


know what to do with it and we thought the wise thing at 


tiiat particular time was to make safe, secure investments, 


such as Telephone; and I'm embarrassed to say after the 


last week, such as utilities and our costs — 


THE COURT: Are you just subject to the same 


ups and downs as all experienced money managers, experienced 


THE WITNESS: I «'ould think so. We're dealing 


in — yes, 


THE COURT: So that -- 


THE WITNESS: Marketable securities. 


THE COURT: So that your expressions of values 


and your estimates of markets are subject to the same 


failings that all others are subject to; isn't that so? 


THE WITNESS: I assume that's 100% correct, althouc 


I have to say I have a little bit of pride in our group up 


at WCI. I think we have out-performed the market even 


though we're down. I think the fellows that assist me have 


done an excellent job in helping me keep out — keep the 


losses to a minimum during this market at the bottom. 


MR. RYAN: I just have two questions, your Honor. 


THE COURT: 


Yes. 
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RECROSS-EXAMINATION 
BY MR. RYAN: 


Q Your testimony on Mr. Liman’s redirect was that 
in your opinion, of course, Bangor Punta had paid 
approximately $80 for the - it was characterized as - 
Cornfeld Securities in May, and approximately $78 a share 
in cash for the 100,000 shares purchased in August; that 

that was what you would consider to be the value of control; 
is that correct? 

A That isn't what I said. 

Q Will you please repeat what you said. 

A I said I believe that if Bangor thought those 

were the values and saigo thought those were the 

values -- Nick Saigo has a great reputation, and I, for one, 
admire and respect him, and I certainly believe he knows 
what he is doing in the acquisition and merger field. 

Q Well, do you think that the arrival at that price 
might have been influenced by the fact that 501,000 shares 
of Piper Securities were purchased for a package of high 
leverage securities, and another 110,000 shares were 

acquired at the time prior to August for another package of 
securities? 

A I would think that the way that - and it's very 
difficult to put yourself into someone else’s thinking - I 


SOUTHERN DISTRICT COURT REPORTERS. U S. COURTHOUSE 
EOLEV SQUARE. NEW TOR*. N T. CO 7-4SS0 






6 dhr 


3083 A 


Ross - recross 


would think Bangor Punta and Nick Salgo, in estimating 
where they wanted to come out, had a total price in mind - 
not on a particular package, but what total control was 
worth ~ and I think that's what they evaluated. 

Q So the 78 or $80 is really not significant, it 
is the total cost? 

A It's the total cost I think is the key value. 

Q Including the value of the securities being issued? 

A Including the value of the securities being issued. 

MR. RYAN: No further guestions. 

THE COURT: Are there any other fuither questions? 

MR. ARMING: No further questions. 

MR. SHIMER: No further questions, your Honor. 

MR. RYAN: we won't need this witness back again. 

THE COURT: You are not requesting a continuance? 

MR. RYAN: Not requesting one. 


THE COURT: Thank you, Mr. Ross. You may step 


down . 


[Witness excused.] 


MR. LIMAN: Mr. Gordon. 
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GORDON , 


called as a witness on behalf of the Plaintiff, being 
first duly sworn, testified as follows: 

DIRECT EXAMINATION 
BY MR. LIMAN: 

Q Mr. Gordon, you testified at the first trial? 

A Yes, I did. 

Q Speak up, please. 

A Yes, I did. 

Q I will stand back. 

What is your present occupation? 

I'in a practicing lawyer, a member of the firm of 
Shea, Gould, Climenko & Kramer in New York. 

Q Were you an officer of Chris-Craft Corporation 
in 1969? 

A Yes, I was. 

Q What was your position? 

A I was vice president, general .1, and I v/as 


a director of the 


company. 


Q Did you have some responsibility in the area of 


finance? 


A Yes, I did. I worked quite closely with the 
financial vice president. 

0 I will show you a set of four documents that 
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2 

being marked as 177 for Identification, and ask you if 


3 

you can identify these. 


4 

[Plaintiff's Exhibit 177 marked for 


k* 5 

Identification.] 



6 

A Yes, these are Chris-Craft comparative consolidated 



7 

balance sheets, April 30, *69 against August 31, *68; May 



8 

31, '69, against August 31, '68; June 30, '69, against 



9 

August 31, '68; and July 31, '69, against August 31, '68. 



10 

Q Were these your internal fin ic ials that were 



, 11 

prepared in the regular course of business for Chris-Craft's 



12 

officers? 



13 

A Yes. We would get monthly financials of balance 



14 

sheets of this kind. 



15 

Q This is what this is; am I correct? 



16 

A I think so, yes. 



17 

Q Can you — 



18 

THE COURT; Did you give these a number, Mr. Liman' 

i 


19 

MR. LIMAN: Yes. 



20 

THE COURT: All are one number? 



21 

MR. LIMAN: Yes. I made them all one exhibit. 



22 

your Honor. 



23 

Q Can you tell the Court what Chris-Craft's cash 



24 

position, including marketable securities, was as of the 



25 . 

end of April 1969? 
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A Yes. OUr cash and marketable securities as at 

April 30, '69, was approximately $15,000,000. 

Q What were the cash requirements for Chris-Craft's 
operations? 

A Approximately $3,000,000. 

Q What cash did you have available for Piper purchases, 
if you had been free to make them for cash at that time? 

A $12,000,000. 

Q Would you tell me what your cash position, including 
marketable securities, was at the end of May 1969? 

A Approximately $17,000,000. 

Q And that includes the approximately 3,000,000 that 

you need for operations; am I correct? 

A That's correct. 

Q What was your cash position at the end of June? 

A Approximately $17,000,000. 

Q And at the end of July? 

A Approximately $19,000,000. 

Q Do you have August there, also? 

A I don't have August. 

Q The August are in the — 

A I know August. 

Q What were the August? 

A Approximately $14,000,000. 
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Q And that is after taking into account the cash 
that was expended on the exchange offer and some cash 
purchases in August; am I correct? 

A Yes. 

0 Can you tell the Court why Chris-Craft stopped 
buying Piper in early August of 1969? 

A Yes. We had no chance of reaching 51% in our 
judgment. 

0 Mr. Gordon, in giving the figures that you have 
just given, are these figures without consideration of such 
additions! borrowings as you might have attempted to make? 

A That's correct. * 

0 And you have previously given testimony concerning 
your opinion as to additional borrowings that you might 
have been able to make; am I correct? 

A That's correct. 

MR. ryan; I object to the form of that question. 

MR. LIMAN; I have no further questions. 

THE COURT; i suppose that that shouts down 
your objection. 

MR. LIMAN; I have no further questions. 

THE COURT; Any cross-examination? 

MR. RYAN: Just one moment, your Honor. Just 

one or two questions. 
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11 dhr 
CROSS-EXAMINATION 
BY MR. RYAN: 

Q Mr. Gordon, do I understand your direct testimony 
to be that at the end of April, May, June, July and August 
of 1969 Chris-Craft had available for the purchase of 
Piper securities sums ranging from 12,000,000 in April, 
19,000,000 in July and 14,000,000 in August? 

A Yes. 

Q Did Chris-Craft have outstanding at that time 
5-3/4% notes? 

A Yes, we did. 

0 Were there any restrictions in the notes concerning 

what Chris-Craft could purchase Piper securities for? 

A Yes, there were restrictions in the notes. 

Q Didn't the notes prevent Chris-Craft from 

purchasing Piper securities for anything other than equity 
securities of Chris-Craft? 

A No, sir, they did not. 

Q Let me show you a letter dated April 23, 1969, 

which is a copy of a letter from Chris-Craft, on the 
letterhead of Chris-Craft Industries, Inc., to the note 
purchasers under the note purchase agreement dated December 
20 , 1965, as amended, and it is signed Chris-Craft Industries 
by C. Leonard Gordon, and ask you, please, does this refresh 
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1 
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2 

3 
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your recollection? 

THE COURT: Is that his letter? 

MR. RYAN: Is that his letter? Right. 

Would you mafk this as Defendant's Exhibit _ 

THE COURT: Do you remember the letter, Mr. 

Gordon? 

THE WITNESS: Yes. 

THE COURT: He remembers the letter. 

MR. RYAN: He remembers the letter. 

Q Didn't the note holders require Chris-Craft to 
agree in April of 1969, when the note holders gave it a 
waiver of the previous violation of the notes by the 
Chns-Craft's prior purchases in January of 1969, that no 
more cash over and above $7,000,000 could be spent for 
Piper securities? 

A No, sir. 

Q That is not true? 

A No, sir. 

Q Well, no restrictions at all; is that your 

testimony? 

No, sir. You asked me if it prevented us from 
buying Piper stock, and I said no, it did not. 

Q Well, if you bought Piper stock, would you have 
violated the conditions of the notes? 
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A I can answer it this way: If we bought 51%, 

the restrictions of the notes disappeared. To buy up a 

certain percentage, I forget the exact number, up to 46 

or 47%, we could have done that, too, as my recollection; 
aloe**- 

and to buy at that level I was assured we would get waivers 
to do so. 

Q You would get waivers to do so. You were assured 
A Yes, sir. 

Q But the purchasers for cash would have been in 
violation of the notes; is that right? 

A Not with waivers at that level. And if we got 
to 51% in 1 leap, then we didn't need any waivers at all. 

Q But you would be in default if you began 
purchasing for cash these Piper securities during this 
p riod of time, August of 1969, and you had not reached 
your 51% yet? 

A You mean subsequent to August? 

Q That is correct. 

A Well, we did get a waiver subsequent to August 
and subsequent to this. 

Q When? 

A I forget the exact date. 

Q Long after August, wasn't it? 

A I forget the exact date. We got a waiver when 
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we asked for it. 

Q Did IDS or the note holders give these waivers 
to Chris-Craft without any complaint; it was just an 
open assurance to you? 

A No, sir. IDS wanted to be assured that we had 
adequate ability to pay off their note ultimately. And 

we could assure them of that because we had adequate assets 
to do so. 

MR. RYAN: I have no further questions. 

CROSS-EXAMINATION 
BY MR. ARNING: 

Q I note the balance sheets you just presented, Mr. 
Gordon, for the cash item (including time deposits). 

Can you tell me about how much of the cash item 
there was in time deposits versus demand deposits? 

A No. I don't know how much of that was. 

Q Have you an approximate — 

A No, I don't have the approximation. 

Q Did something happen between the expiration of 

your original cash tender offer in early February and 
^Oth, the first balance sheet we have here that 
significantly improved the cash position of Ch.*is-Craft? 

A Generally speaking, our cash position improves 
- would improve in June, July and August, September. 
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I can’t think of anything in February offhand that improved 
it. 

Q This is a seasonal thing, you naturally have 

most cash in June, July and August and less cash in the 
wintertime? 

A That's right. 

Q Because you are in the boat business? 

A That's right. 

0 So that what we have here is a peak cash period, 

in effect? 

A No, our peak cash period would be August, and 
it all would not be the peak cash. 

0 Well, among the balance sheets we go through 
the end of July; that must be pretty close. 

A Yes, we would have our cash peak period here. 

Q Does that explain why you borrowed the 15 million 
in February to consummate the original purchase on the 
tender offer? 

A No. 

Can you tell me why you borrowed $15,000,000, 
paying interest on it, when you had surplus cash? 

A Yes. we wanted to have the cash to go to 51 cash. 

0 But you never subsequently offered cash in any 
significant amount, did you? 
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A Subsequent to when we were put in the hole by 
Bangor Punta, no. 

0 No. I mean subsequent to the initial tender 
offer which was completed, I believe, in early February. 

A We’re talking about the same time. In February 
we had a tender offer of our own, as I recall, that became 
effective thereafter. 

Q I believe your recollection may nave faded a little 
since the trial, Mr. Gordon. 

A I'm sure it has. 

Q The original cash tender offer was in January, 

I believe, and it expired very e:,rly in is that 

correct? 

A 1 don’t recall when our cash tender offer expired. 

Q I am trying to refresh your recollection. 

Wasn’t the next step, aside from some relatively 
minor cash purchases in the market, the filing of the 

registration statement for an exchange offer of securities 
as distinct from cash? 

A At what date are you talking now? 

Q I believe February 27th is the date that is 
suggested for filing the registration. 

A That's what I said. We filed for an exchange offer. 

Q You said tender offer, Mr. Gordon. 
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A I'm sorry, I misspoke. I meant to aay exchange 
offer. 

Q Do you recall your testimony at the original 
trial about your dollar financing through Bernham & 

Company? 

A Part of it I recall, yes. 

Q Do you recall testifying at all in the original 
trial that the cash would become available as an ordinary 
matter of seasonal development of your business in the 
period April through July of 1969? 

A No. The cash was available outside of the 
seasonal development of our business. We had the cash to 
go to 51% and we would have had it without — even during 
c -ir — the height of our season. 

Q At the original trial, Mr. Gordon, you testified 
at some length about the Bernham arrangements and indicated 
you thought they would still be available in the summer 
to finance going to 51%. Now you are telling me that 
was totally unnecessary? 

A There was financing available and there was 
cash available. I think I testified that we could he.ve 
gotten financing if we needed it. I think that was in 
response to a question as to whether we could have gotten 
financing. There was cash available, also, as our balance 
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MR. ARNING: No further questions, your Honor. 

redirect examination 

BY MR. LIMAN: 

r> v &</r»»VvaM 

Q Your discussions with Dern tTW n were at the time of 

the cash tender of_err am I correct? 

A Yes. 

C At that time you had a smaller position than you 
had in the end of July? 

A We had a smaller position and we didn't nave the 
exchange offer shares, either, which ^ without 

cash. 

Q You were asked about why was there a reason you 
did not buy additional shares for cash if you had the money. 

Was there a reason after April 7, 1969 why you did not do 
that? 



Q Is that a date of some significance, April 7th, 
1969, to you? If i refer to a meeting at the SEC? 

A Yes. We were advised by the SEC that it would 
be unlawful to make additional purchases for cash because 

/ 

we had an exchange offer extant. 

MR. LIMAN: No further questions. 
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RECROSS-EXAMINATION 
BY hR. ARNING: 


Q Did anything prevent you withdrawing the exchange 
offer and making a cash offer instead? 


MR. LIMAN: No further questions. 


BY THE COURT: 


Q Mr. Gordon, I would like to get your view of 
what Judge Mansfield said and in what respect it may be 
in error so as to inform myself adequately here. 

In his opinion for the minority, he said: 

"By February 4, 1969, CCI had purchased 540,000 
shares of Piper stock at a cost in excess of $30,000,000. 
Its cash resources were virtually exhausted. Yet it did 
not seek waivers from its senior note holders to permit 
additional borrowing. Indeed, the parties have further 
stipulated that no resolution authorizing CCI to borrow 
money or obtain cred;t from any other source to purchase 
Piper stock was ever sought or adopted. 

'he reason for CCI 1 s failure to seek additional 
loans was made clear by testimony of Mr. Woudhuysen, 
a partner of Barnhan & Company, that the borrowing terms 
would nave involved an 8-3/4% interest rate plus the 
issuance of 22,550 CCI warrants, exercisable at the 
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THE COURT: Please now. Do not tell me what 

it is not. I do not want anything here that carries into 
it any statement of fact. 

MR. LIMAN: May I have — 

THE COURT: What is the ground of your objection? 

MR. LIMAN: The ground of my objection is that 
by the end of June or beginning of June Bangor Punta did 


not have 45%. 

TIIE COURT: All right. 

Q Ilow much stock did Bangor Punta have after the 
May transactions? 

A After the purclise of the stock from Bernie 

Cornfeld? 

Q Yes. 

A By Bangor Punta? 

Q And the other so-called 10(b) (6) transactions, 

I suppose. 

^ * think that -- was that when they were at 33% 

and we were at 31%? i haven't looked at this for a long 
time. If somebody could supply me with those documents. 

Is that when they were at 33 and we were at 31? 

MR. RYAN: Your Honor, the Bangor Punta acquired 
approximately 31% of the outstanding stock of the Piper 
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family and approximately 7% of the outstanding stock in 
the three transactions in May. 

THE COURT: I should have said 38% instead of 

45. 

MR. RYAN: That is right. 

THE COURT: I misspoke. I meant to say 38. 

I would like to rephrase it and correct my own 

error. 

Q By the beginning of June 1969 you realized that 
Bangor PUnta had 38% against your 33% of Piper stock; is 
that right? 

A Yes. 

Q At that time how did you evaluate your chances 
of getting control? 

A Our chances of getting control were in large 
part related to the guestion of the h%ltl of Bangor Punta's 
acquisition of that 7% stock that they purchased after the 
SEC warning that any purchases would be unlawful, so that 

our chances were slim unless the Bangor Punta acquisition 
was unlawful. 

Q So that you felt that subject to getting those 
acquisitions declared unlawful, Chris-Craft had a very 

slim chance of getting control by about the beginning of 
June of 1969? 
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A Yes. By that you mean unless — you said subject 
to its being — unless it was declared unlawful? 

Q Yes. 

A Yes, I think that is correct. 

Q Now, turning to another subject. 

In 1970, the board of Piper was increased to ten. 


was it not? 


Yes, I think so. 


Q By about October of 1970* ic? 

xy/v. is that the approximate 


date? 


A I just haven't refreshed my recollection on this. 

° Do you recall estimating at that time for your 

benefit and the benefit of your coherts in Chris-Craft 
how many directors Bangor Punta was entitled to on the 
board of Piper out of that ten? 

A Yes. 

0 What was your estimate? 

A I forget whether it was six or seven. 

Q I assume — 

A But it was a majority. 

Q It was a majority. That is six out of the ten 
or seven out of the ten? 

A Yes. 
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Q You knew the bylaws orr the charter of Piper, did 
you not? 

A Yes, your Honor. 

Q And you knew that they had cumulative voting? 

A Yes. 

Q I have a letter here which was put in evidence 
yesterday under date of November 19, 1970, which I believe 
is Exhibit 171. 


MR. LIMAN: Can I show it to the witness, your 


Honor? 


THE COURT: It won't be necessary. 

MR. LIMAN: Okay. 

Q In which I read to you this sentence addressed 
to Mr. Wallace: 

"Since you own over 50% of the stock of Piper, 
it was within your power to elect a majority of the directors 
Our stock under cumulative voting entitles us to four 


places." 


That was your opinion at the time, was it? 


A Yes, That refreshes my recollection. It wasn't 


seven but six. 


Q Did you, in order to reach that opinion, make 
any calculations? 

A I either made calculations or had them made for me. 
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Q And you knew what the number of shares was that 
were involved at the time? 

A Yes. 


THE COURT: All right. 

REDIRECT EXAMINATION 
BY MR. LIMAN: 


0 Mr. Gordon, when you said that it was subject 
to the shares being declared unlawful, do you mean the 
acquisitions are being unwound of those shares? 

A That's correct. 

MR. LIMAN: No further questions. 

(The witness excused.) 

MR. LIMAN: Mr. Potts now, if I may, your Honor. 

ROBERT HENDERSON POTTS, 

called as a witness on behalf of the plaintiff, 

being first duly sworn, testified as follows: 

DIRECT EXAMINATION 
BY MR. LIMAN: 

Q Your age, sir? 

A 50. 

Q Where are you from? 

A I'm from — 

Q Where do you live? 
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A I live in Strafford, Pennsylvania, 22 miles west 
of Philadelphia. 

Q What is your occupation? 

A I am employed by the Philadelphia National Bank 
bearing the title of vice chairman in my — and I am 
responsible for the entire domestic and international 
loan portfolio. 

Q Are you the senior loan officer for the bank? 

A I am. 

Q What is the amount of that portfolio for which 
you have responsibility? 

A Approximately $2,100,000,000. 

Q Have you been the principal banker for Chris-Craft 

$i«l\ 

and the predecessor corporations with which Herbert fr ugal 
has been affiliated? 

A I have. 

Q For how long has that relationship existed? 

A This dates back to the late fifties, '57, '58. 

Q Are you iu .liar with Chris-Craft's financial 
condition in July, August and September of 1969? 

A 1 am. 

Q Mr. Potts, in your opinion, if Chris-Craft was 
required to borrow additional money in order to make 
further purchases of Piper, and at the time Chris-Craft 
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led in the control contest either 41 to 31 or 42 to 37, 
would additional money have been made available to Chris-Crafjt 
for its purchases? 

MR. RYAN: We enter the same objection we made 

this morning to Mr. — 


THE COURT: I will sustain that objection, but 

take the proof for the benefit of anybody who wants to review 
it. 


Q Would such money have been available? 

A Yes. May I qualify this? The basis of determining] 
whether or not this loan would have been advanced by us, 
other institutions in the commercial banking industry, or 
by the investment banking industry, would have depended 


primarily on the soundness of the credit by either strength 

of 


*«■ the balance sheet, the earnings record, *nd from our 
standpoint whether this additional purchase would have 
in fact enabled Chris-Craft to gain control. 

All of those would have been factored into this. 
But at that time, based on the financial standing, the 
earnings record for the previous year, the improving 
earnings performance in 1969, it is my considered judgment 
that the money would have been obtainable. 

0 And up to how much additional money could have, 
in your judgment, been advanced if the control contest 
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stood at the point that I gave you? 


A This really would depend upon the amount of money 
needed. 

If I may, your Honor, you normally do not respond 
to the request by a would-be borrower, "How much am I 
entitled to?" The purpose, the strength of the balance^W4 ; 
the earnings records, the cash flow, the ability to repay, 
are all factored in. 

So, to answer your question, it is my belief that 
the amount of money necessary would have been needed, but 
you're not going — 

Q Would have been needed? 

A The amount of money that would have been needed, 
and I am assuming, I have to assume, that it's a certain 

figure — there's a level beyond which that perhaps you 
would not go along. 

Q Now, would, ir your judgment, $10,000,000 have 

been available? 

A Yes, sir. 

Q In your opinion as a banker, is a majority interest 

in a corporation more bankable than a minority interest 
where somebody else holds the majority? 

A Without question. 

MR. LIMAN: No further questions. 
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2 

MR. RYAN: May we have just one moment your 


3 

Honor? We just have a few questions, your Honor. 


4 

CROSS-EXAMINATION 


5 

BY MR. RYAN: 


6 

Q Mr. Potts, you are now vice chairman of the 


7 

Philadelphia Bank? 


8 

A Yes, sir. 


9 

Q In 1969, what was your position? 


10 

A Executive vice piesident. 


11 

Q Were you a member of the executive committee? 


12 

A I was a member of the executive committee in the 


13 

absence of the president of the bank. 


14 

Q So you were an ex-officio member of the executive 


15 

committee? 


16 

A Correct. 


17 

U Were you the bank officer that introduced 


18 

'Craft to Philadelphia National Bank? 


19 

I'es, sir, but there were predecessor corporations 


20 

with which we were associated involving Herbert . 


21 

The answer is yes. 


22 

St«<«A 

Q With Mr. Si aged, were you the one or did you 


23 

recommend approval of the $15,000,000 loan to Mr 


24 

company, Chris-Craft, in January or so of 1969? 


25 

1 

A I did. 
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think the full amount is outstanding, but it has been as 
low as twelve or thirteen million dollars. 

THE COURT: You say the full amount is outstanding? 

THE WITNESS: I believe so at this time. 

THE COURT: Then, how is it reduced if the amount 
is outstanding? 

THE WITNESS: It's a revolving credit. In between 

the time the initial advance was made there would have been 
reductions. 

THE COURT: Oh, I see. 

0 At any time did that loan become what is called 
an offshore loan? 

A Yes, sir. 

Q Did you participate in the group that was formed? 

A We did. 

Q Did that group receive any additional compensation 
other than the interest on the loan? 

A The group of participating banks as a group did not 


Potts - cross 701 

Has that loan ever been repaid? 

It has been reduced, and then again increased. 

I asked you if it has ever been repaid. 

No, sir. 

How much has it been reduced? 

It has been reduced — at the present time I 
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Potts - cross 

Those participating banks did receive, you might call it, 
compensation, but it remains to be seen whether in fact 
it will be. 

Q In warrants? 

A Correct. 

Q A hundred thousand warrants? 

A Correct. 

Q Did you have anything to do with the formation of 

that, group? 


A 

Q 

A 

Q 


Yes, sir. 

Did you recommend this loan to that group? 

We did. 

And you are slightly interested in seeing that 


loan is repaid? 


Q 


Yes, sir. 


Now — 


A That loan has been repaid. 

Q The offshore loan has been repaid? 

A That is correct. 

Q Who repaid it? 

A The Philadelphia National Bank. 

Q In other words, you took the foreigners out? 
A Yes. 

Q And you are in it now alone? 
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A That is correct. 

Q In making your examination, when you arrived at 
the conclusion that there was at least $10,000,000 available, 
you, as a bank officer, a loan officer, a vice chairman 
I assume at that point, would have recommended to your 


loan committee that you advance to Chris-Craft up to $10,000, 


[300 


based upon its balance sheet and earnings record in the 
summer of 1969 to get into this contest between Bangor Punta 
and Chris-Craft. 

MR. LIMAN: Could I have that question read back, 
your Honor? 


MR. RYAN: Let me withdraw it and rephrase the 

question. 

Q Your testimony is, as I understand it, that you, 
in your opinion, and also I assume as a vice chairman of 
the Philadelphia bank, would have -- 

A Which I was not at that time. 

Q Not at that time. 

would have, in August of 1969, been prepared 
to recommend, based upon Chris-Craft's financial condition 
at that time, a loan of an additional $10,000,000 for it 
to purchase securities of Piper in the contest between 
Bangor and Chris-Craft? 

A By our bank? 
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Q Yes. 

A This would have been legally impossible because 
our legal limit at that time would not have permitted us 
to advance the additional funds. 

Q Would you have been prepared to recommend it to 
a bank that did have sufficient — 

A I would have been perfectly prepared to introduce 

the Chris-Craft situation to other bankers, some of whom 
were already familiar with the picture, because when we 
first made our commitment in 1969 there were two participants 
Chase and Marine Midland. 

Q Would you have recommended it? 

A Would I have recommended it? 

Q Yes. 

A I would have recommended it on the basis that 
we were already involved in the extent of $15,000,000. I 
would have invited them to make their own independent 
judgment, but they had recognized, as a result of our 
participation, that we already had great confidence. 

Q Did you know at that time that there was 
outstanding the five and three-quarter senior notes? 

A Yes, sir. 

Q Did you examine, at the time you arrived at this 

conclusion, what restrictions there were? 
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A We were made aware of them by the borrower. 

Q By whom? 

A By Chris-Craft management. 

Q By Chris-Craft management. 

And yeu know that if Chris-Craft, under the terms 
of those loan agreements, had spent in excess of, in August 
of 1969, approximately two or three million dollars more, 
at most, in cash of Piper securities, it would have been 
in default under those notes? 

MR. LIMAN: Objection to the form. 

THE COURT: Would it, in your opinion, have been 
in default? 

THE WITNESS: Would it, in my opinion, have been 
in default? 

» 

THE COURT: Yes, knowing what the contents were 

of that agreement. 

THE WITNESS: Based on my recollection of the 

provisions in that agreement, yes, it is my understanding 
that there would have been a default. 

At that time, if I may add, we were aware of 
and also strongly encouraging the Chris-Craft management 
to fully acquaint the IDS and associates with the situation 
as it existed. 

THE COURT: Did Chris-Craft come to you in that 
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period of time and ask you for more money? 


THE WITNESS: To my recollection, they did not. 

THE COURT: They were not seeking any further 
accomodations? 

THE WITNESS: Thev , 

iney at that time were in a very 

strong cash position. It was - it would have been to our 

interest, as principal creditor, to see Chris-Craft achieve 
control of Piper. 

THE court: wasn’t it to your interest, also, 
to get yourself paid out? 

the WITNESS: Always we're in the business of 

making loans, and also having them repaid. 

the COURT: Being i„ that strong position, 

“id you ask them to pay you back any of your money? 

THE WITNESS: At that time, no, sir. 

THE COURT: How long had the loan been outstanding 

at that time? 

THE WITNESS: The loan had -- the $15,000,000 
credit was authorized in Ja „ uar y o£ 1969 , and up unm ^ 

point, why, the loans had been growing as Chris-Craft 
was making its purchases of Piper sto< 

THE COURT: And no paydowns hau n made 
despite the strong cash position that you referred to? 

THE WITNESS: That is - at that time that is 
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correct. 

0 Do you know what the principal amount of the 
5-3/4 senior notes were in August of 1969? 

A I believe they were sixteen or seventeen million 
dollars. 


Q That is close enouqh. 

Now, if IDS or the senior note holders did not 
agree to waive the default, would you have been prepared 
to loan an additional $19,000,000? 

A I think I have already stated that it was legally 
impossible for us to loan more. 

Q In your opinion, would you think some other bank 
would have come in? 

A I think there's a likelihood that other lenders 
at that time would have come in, but they would have come 
in, but they would have exacted — I am adding this — a 
greater price. 


THE COURT: Are you talking about bank lenders? 

THE WITNESS: It could have been a combination 

of bank lenders and institutional lenders. 

THE COURT: You mean to say that an ordinary 

banking institution would have loaned money under the 
existing financial circumstances at thaw time on top of all 
of these other outstanding obligations and restrictions? 
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2 

THE WITNESS: At. that t ime the company had come 


3 

off of a perfectly good earnings year; it had television 


4 

properties, the value of which had been estimated and 


5 

which wo had taken pains to confirm; the industrial portion 


i 

6 

of the business had been operntinq profitably; the boat 


7 

division had a qood year in 196H and 1969. 


8 

THE COURT: Was there anythin'! on the credit file 


9 

which was a flag on that credit file saying no more money 


10 

to Chris-Craft? 


11 

THE WITNESS: There was no such flag on the file. 


12 

There was immediate concern on our part when this developed 


i:i 

into a battle for control between Manqor I'unta and Chris-Crafl 

> • 

14 

THE COURT: What did you do about the concern? 


15 

THE WITNESS: Expressed it greatly to Herbert 


16 

Sieqal and his associates. 


17 

THE COURT: What did you tell him that you thought 


18 

he ought to do? 


19 

THE WITNESS: Try to resolve his differences with 


20 . 

the other side. 


21 

THE COURT: Did you suggest to him to quit the 


22 

fight? 


23 

THE WITNESS: At that point they are really so 


24 

far down the road, in my opinion it was beyond the point 

■ 

2ft 

of no return. 
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THE COURT: That is not what I asked you, about 
your opinion. I asked, did you make a suggestion to him 
that he had gone far enough? 

THE WITNESS: To my recollection, no. 

MR. RYAN: I have no further questions. 

Mr. Arning may have some. 

MR. ARNING: One moment. 

CROSS-EXAMINATION 
BY MR. ARNING: 


Q In general, in your making loans as a banker, 
is there any particular ratio you would expect in the 
type of company that Chris-Craft is between current assets 
and current liabilities? 

A General ratio. In making commercial loans, you - 
one normally does not do this on a formula basis. In 
deciding whether or not you're going to make a loan, you 
will attempt to determine at the outset how it is going to 
be repaid, either through earnings, either through the 
sale of assets, or what-have-you, or through — by the 
means of being taken out by other lenders or investors. 

And at that time it was our judgment that the 
underlying values in the balance sheet, the- earnings record 
and the value of the assets which they were acquiring, 
i.e.. Piper, were such that either through earnings. 
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refinancing, or the sale of assets that the loan could 
readily be repaid. 

Q Of course, the earnings of Piper would not 
necessarily be available unless they got a hundred percent 
and merged, would they? 


A No, but this has been achieved before. 

Q Were there any particular assets you were looking 
to for that sale, the sale of assets that you referred to? 

A That we were looking to as a lender? 

Q ^ es * I understand one of the things you would 
have looked at, if you had made the loan which you could 
not make — 

A We were looking at all of the assets in the 
Chris-Craft picture. 

Q Did they indicate they proposed to sell any of 


them? 


A At that time? 

Q Yes. 

A They indicated that they were amenable to selling 

some of them. 

Q Let us pose some assumptions for you, Mr. Potts. 

Assume that at the time we are discussing — well, 
first, excuse me. 

before we get to that, did we have a dollar amount 
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2 

fixed on the opinion you expressed, how much additional 

3 

money would be loaned? 

4 

A At that time the figure $10,000,000 was suggested. 

5 

and I have indicated that I believed that that amount of 

6 

money could have been borrowed by Chris-Craft. 

7 

Q Could an additional $20,000,000 have been borrowed? 

8 

A I have no way of answering that. Twenty million 

9 

would have been much more difficult than ten. 

10 

So’). 

Q Ard fifteen would have been more difficult 

’ 11 

than ten? 

12 

A That's reasonable, yes. 

13 

0 Do you have any opinion, that either the fifteen 

14 

or the twenty million dollar level? 

15 

A I think it would have depended on the factors 

16 

at that time. You would have had to be given all of the 

17 

factors, been able to weigh them as to whether or not you 

18 

would -- a favorable judgment would be made. 

19 

Q Did you ever run into a reaction from other banks 

20 

when you suggested they join you in a loan of this type. 

21 

that you were just asking to be helped out or bailed out 

22 

and thanks a lot, but no thanks? 

23 

A No, we don't follow the practice of asking other 

24 

25 

banks to do something for which we'd have to apologize or 

wooU 

we^expeet to have to apologize. 
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2 

Q All right. 


3 

Now, I will go back to iny assumptions, if you will. 


4 

Would you assume that at the same time you are 


6 

n 

discussing this proposed loan to buy more shares of Piper 


at a price in the range of $00 per share, that you have it 


7 

ft 

on good authority that the fair market value is approximately 


9 

$52, and that if the attempt to acquire a majority control 


fails, the stock will be worth only about $25 per share. 


10 

Would that have any effect on your opinion as 


11 

to whether or not an additional loan could have been made? 


12 

A Without question, yes. 


13 

0 It would be a negative effect? 


14 

A It couid be a negative effect. It would certainly 


15 

have to be more negative than positive. 


18 

MR. ARNING: No further questions. 


17 

REDIRECT EXAMINATION 


18 

r 

11Y MR. LIMAN: 


19 

Q Would you, in giving consideration to whether to 


20 

make a loan, take into account the fact that if Chris-Craft 


21 

did not get 50%, there would be a substantial depreciation 


22 

in the asset it had already acquired? 


23 

A Yes. 


24 

Q And chat would be a factor? 


25 

A Yes, indeed. 
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THE COURT: That question is at what point do 
you stop putting up margin; isn't that really what the 
• question is? 

THE WITNESS: Yes, that's fair. 

THE COURT: Those who get sold out on the first 

margin call generally come out with money; isn't that the 
experience? 

THE WITNESS: Happily. 
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2 

Q Mr. Potts, when I asked you the questions as 

3 

to whether the money would be available, I asked you on 

4 

the assumption that Chris-Craft was leading 42 to 37, 

r. 

41 to 31; am I correct? 

6 

A Yes, sir. 

7 

Q And expressing your opinion, you took into 

8 

account the odds inherent in those percentages; am I correct? 

9 

A You are correct. 

10 

Q If I asked you the same questions as to whether 

11 

you would recommend a loan if Chris-Craft's position was 

12 

41 ard Bangor Punta's position was 45, what would your 

13 

answer be? 

14 

A My answer would be — will the additional loan 

15 

in fact give Chris-Craft control? 

16 

0 If I told you that Bangor Punta had 45% and 

17 

Chris-Craft had 41, can you say that you would have 

18 

recommended the loan? 

19 

A If this would have given them control? 

20 

Chris-Craft? Again, I would have to qualify this and 

21 

say it depends on the dollars that are involved. From the 

22 

standpoint of that, the reaction has to be considerably 

23 

more negative. 

24 

0 That's because of the percentage difference in 

25 

the figures I have given you, that Bangor Punta is ahead? 
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A Correct. 

Q Do I understand the testimony to be that if your 
judgment was that Bangor Punta's lead could not be overtaken 
you would not make the loan? 

MR. SHIMER: Objection. He is leading the witness 

THE COURT: I think the implications are pretty 

clear from the witness' testimony. 

MR. LIMAN: I don't need that. I agree. 

Q Mr. Potts, just so the record is clear, in 1969 
were you the second in command and at the Philadelphia 
National Bank? 


I was. 


Q 

A 

Q 

A 


How long had you been with the bank? 

In 1969 I had been with the bank twenty years. 

What is your educational background? 

I went to Yale University. 

MR. LIMAN: No further questions. 

MR. RYAN: No further questions. 

THE COURT: Thank you, Mr. Potts. You are excused 

(Witness excused.] 

MR. LIMAN: Other than cleaning up the documents, 
we rest, your Honor. 

THE COURT: Off the record. 

(Discussion off the record.] 
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THE COURT: I am assuming the briefs that have 

already been submitted cover the contentions reflected 
by the direct examinations of the witnesses. If there 
is any collation of information and analysis that I should 
have from each of the parties in respect to what the 


7 

cross-examinations have established, I would like to get 

8 

that, even if it is on the subject of credibility alone. 

9 

so that that will assist me in tracking down and collating 

10 

the record and understanding the respective positions. 

11 

I think all of you will agree that the contention 

12 

document as submitted has kind of been cast adrift and 

13 

we moved in a further direction. I hope you now tee the 

14 

wisdom of my having maintained independence on that subject. 

15 

I think that the proof adduced by each side 

16 

indicates that the contentions are materially different 

17 

so far as the way the proof is developed. 

18 

I am making this suggestion to you, that if you 

19 

think that you can be of assistance to me without repeating 

20 

what you have in your primary submission, by collating 

21 

and analyzing and documenting the cross-examination, that 

22 

might be a useful thing in helping me expedite the analysis 

23 

of the record. 

24 

MR. LIMAN: Both sides will want to exchange 

25 

suggested corrections because the transcript had some 
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failings despite the expertise -- 

THE COURT: Send me a copy of that. 

MR. SHIMER: May we operate on the assumption 

that the prior record on the first trial is part of this 
record? 

THE COURT: I think it is all part of it as 

amended by the Court of Appeals. 

MR. AUSPITZ: Your Honor, we offer in Evidence 

Exhibit 177 for Identification, the balance sheets that 
Mr. Gordon used in his testimony. 

The next offer is 176 for Identification, a sheet 
of penciled notes used by Mr. Ross in his testimony. 

Exhibit 175, which is a typed version of a 
chart used by Mr. Ross in his testimony. 

Exhibit 174, a memo from Donald J. Fennelly to 
Alan Cornfeld and others, dated November 25, 1969. 

Exhibit 173, a letter from Nicholas Salgo to 
Leonard Gordon, dated February 20th, 1970. 

Exhibit 172, a letter from William T. Piper, Jr. 
to David Wallace, dated August 18th, 1971. 

MR. LIMAN: Your Honor, these have been identified 
on the record before. Could we simply read the numbers? 

THE COURT: No, no. Put the date and the number. 

He is going to make an index. He needs it for his index. 
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MR. AUSPITZ: Exhibit 171 for Identification , 

a letter from David Wallace to Leonard Gordon, dated 
November 17, 1970. 

Exhibit 170, a letter from Leonard Gordon to 
David Wallace, dated November 19th, 1970. 

Exhibit 169, a letter from David Wallace to 
Leonard Gordon, dated December 4, 1969. 

Exhibit 168, a letter on Bangor Punta stationery, 
dated December 2™*. 196:', "To our Shareholders," and signed 
by Messrs. Salgo, Robertson and Wallace. 

Exhibit 167, a copy of Bangor Punta's schedule 13d 


as amended. 


Exhibit 166, Bangor Punta's report for the nine 
months ended June 30th, 1969. 

Exhibit 165, a set of projections referred to by 
Mr. Gant in his testimony. 

Exhibit 163, a copy of the proxy statement, A.M.K. 
Corporation in connection with United Fruit, used by Mr. 

Gant in his testimony. 

Exhibit 159, the report of Robert Oppenheimer 

& Company. 

Exhibit 158, a set of comparisons used by Mr. 

Cohen in his testimony. 

THE COURT: Is that report of Oppenheimer dated? 
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MR. AUSPITZ: It is. 

MR. LIMAN: March 26th, 1974. 

MR. AUSPITZ. There is one more item, your Honor 

I promised you a better copy of that ohart which I now 
hand up. 

MR. LIMAN: Vour Honor, what I would like to 

do is send you one which is blown up. Even though this 
is a better copy I think it will strain your eyes. 

MR. AUSPITZ: Finally, you asked for a chart 

showing the source of the funds which Mr. Cohen used in 

his interest computations, and I have that nere. 1 can 
mark that as 157-A. 

In preparing that chart, Mr. Cohen discovered 

a cle ical error in his computations and I have a revised 

interest computation which has been given to the defendants, 

and I would like to substitute that for Page 1 of 157 . 

Finally, we offer three letters: 

Exhibit 178 for Identification is a letter from 

Leonard Gordon to William T. Piper, Jr„ dated December 29. 
1969. 

Exhibit 179, letter from Leonard Gordon to Nicholas 
Salgo, dated March 9, 1970. 

w ,£f ibit 180 ' a letter from Leonard Gordon to 
Charles Wat*, dated August 11th, 1970. 
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[The aforementioned exhibits were received 
in Evidence.] 

MR. SHANK: Your Honor, we offer the foliowing: 

Exhibit BO, a copy of the bylaws of Piper Aircraft 
Corporation, which are currently in effect. 

the COURT: Have you got the bylaws that were 
in effect in September of 1969? 

MR. SHANK: I can get them for you. 

THE COURT: I would like to have those bylaws 

marked as BO-1. 

MR. LIMAN: We will agree on that, your Honor. 

MR. SHANK: I will get the bylaws from 1969 up 

through this one with all changes so whatever changes there 
were along the way — 

THE COURT: Do me a favor by bracketing or 

underlining that so I won't have to read thr jgh every copy. 

MR. SHANK: Yes, your Honor. 

Exhibit BP is a copy of the Piper Aircraft 

Corporation articles of incorporation, and this has not 

been changed since 1965, I believe, your Honor. 

Exhibit BQ is a notebook containing copies of 

minutes for the regular and special Board of Directors 

meetings of Piper from August 12th, 1969 through October 15th, 
1970. 
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Exhibit BR is another notebook containing the 
minutes of reguiar and special Board of Directors meetings 
from November 11th, 1970 through September 21, 1972. 
Minutes of Executive Committee meetings on May 17th and 
June 8th, 1971, and August 23rd, 1972, and of the annual 
shareholders' meeting on February 21, 1971 . 

Exhibit BS is a notebook containing minutes of 
regular and special Board of Directors meetings of Piper 
from October 31st, 1972 through November 13th, 1973, and 

the minutes of one executive committee meeting on July 6th, 
1973. 


Exhibit BT contains draft minutes of the regular 
Board of Directors meetings of Piper from December 5, 1973 
through March 18th, 1974. They were circulated to the 
directors but have not yet oeen approved by the Board. 

Exhibit BU is a stipulation signed by counsel 
which lists the purchases of Piper stock by both Chris-Craft 
and Bangor Punta subsequent to the August - September period 

in 1969, all of the purchases by date, number of shares, 
and price paid. 

the court: Could that be supplemented so as to 

show the sequence and percentages which prevailed beginning 
May 1st, 1969? 


MR. SHANK: 


We could certainly do another — 




I 
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THE COURT: What I am thinking about is whether 


that results in an enhancement of damages with known 
factors facing people with slim chances — 

MR. LIMAN: w e could agree on a schedule that 

will show from the date that Bangor entered what shares 
we had, what percentage we had, and what percentage they 
had, and do it as of each transaction at that point. 

MR. SHIMER: That information is in the prior 


record. 


MR. LIMAN: It would be useful for the Court in 


tabular form. 


MR. SHANK: We will summarize that in that form. 


your Honor. 


Exhibit BV is a letter dated October 28th, 1969 


from Mr. Liman to Mr. Ryan. 


Exhibit BW is a letter dated October 31st, 1969 


from Mr. Ryan to Mr. Liman. 


Exhibit BX is a letter dated November 3, 1969 
from Mr. Liman to Mr. Ryan. 

We have two more that have not yet been marked. 
They will be Exhibit BY, a copy of a letter dated April 
23, 1969 from Mr. Gordon to the note holders. This is the 
letter that was shown to Mr. Gordon during his testimony. 

I have a group of documents which were just 
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furnished to us and there is attached a covering letter 
from Mr. Rosenkranz to Mr. Ryan dated April 25, 1974. 

I believe these are the materials that he was requested 
to furnish by Mr. Ryan during the course of his examination 
relating to the things he had read regarding Bangor Punta's 
intention to merge. We will offer that as Exhibit BZ. 

There is one other minor item: Mr. Fitzgerald's 
report at the previous trial was Exhibit AQ. In going 
up to the Court of Appeals and back that thing disappeared. 
I have a duplicate copy which I have marked as AQ, and 
I would like to have it marked as part of the record as 
if it were the original. 

THE COURT: May I suggest this: You keep it. 

Somebody gave me a photostatic copy of Bellemore's and 
Fitzgerald's. I have those. If there is any problem 
about a missing exhibit you keep this one. 

MR. LIMAN: What do you mean when you say there 
is a missing exhibit? This is the exhibit that was marked. 

MR. SHANK: The one that was marked disappeared. 

MR. LIMAN: It is the same one. 

I think that concludes all of our exhibits. 

[The aforementioned defendant’s exhibits 

were ret ived.l 

THE COURT: Does everyone have their exhibits? 
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11 P<jr 723a 

Off the record. 

[Discussion off the record.] 

[Time noted: 12:55 p.m.) 

* * * 
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1 

\:r- • j n 

. 1 tit >. X . 

2 || 

APPiifviL'i’CiiS (Continuoe ; 


3 

c:iADBU:<\'ii, p;.kk:., v:>[rr:.,i v wcl.t, esos.. 

Attorneys for Pipers, 


4 

BY: ZACMaRY , ESI;., of Counsel. | 

5 

1 

JEBSTEl, SHE -TT£Li>, -LEI SC! KUCHCOCIf & !»UOOK c TELD, 

Attorr sys for T’er.gcr Pur to, ’..oil cc A S?i«*o, 

X/ ' 

6 1 

BY: JAMES V. ..YA'., iIS.2., 


| 

C. KEiTNETli SUAak , Ji. . CS'J., 


7 

ALlwtN J. Clw-.j , Ea4* , | 

j 

of 'Counsel. 

« ' 

I 

t 

9 

1 

I 


I 

11 1 

i 


1 

12 ; 

| 

; 

/ 

13 

THE CO T i’: I w.u.. .im t« pu •. :o one s;. a 

1 

14 

the. question c£ interest for •rcv.cnt. ,..nd -p no the other 

ll 

15 j| provisions of. the decree? that hr.ve proncsei « 

16 

I 

I have rc.c n che one pronosnd by ***.«? rla"*n*:iff and 

’ 

17 

f 

a counterproposal of too defendants. .r. An an Lrt his 

j 

18 

letter raised a question as to where th a wuLnr'. :'.c" 

19 

i applied in rs'ncct to the laws o: l’ennsylv.-rla which I 

20 

! think was c. 7p.r v oroner question on rereading that 

i 

; 

21 

li part of his proposal, and J. rn not sure :oat cither 

22 

decree caught clearly what 7. r. ad in ni ' > in rorpset to the 

1 

23 

|S 1 

i provisions that 1 .ir.<i decided upon. 

24 

I have redrafted, the judgment. I m going 

25 

j! i j 

to suhrvit a copy to /on gent!rnen, and ther-- .pain 1 take 


i 

this to be a draft soliciting your suggest!' after 
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*> 


2 

3 

; 4 

5 

6 

7 

8 
9 

l 

10 

\ 11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


you have absorbed it. I can see already from the 
counterproposed order that there may be shorter ways of 
expressing some of the thinos I have here, and I take 
no pride of authorship in the matter, and I'd like to 
get the best judgment of each of you as to how best 
to express what I will try co clarify this afternoon if 
there are any cruestions as to what the decision is, so 
that you can go on your respective vays. 

May I say parenthetically that X have here the 

I 

original exhibits offered by the plaintiff and the 
original exhibits offered by the defendants, and I ! d like 
to turn those over to the respective parties, and this is 

\ 

without regard to whose paper it is. 

i 

These are just put together according to what 
exhibit mark the repcrter put on them. If they hanpen to 
be the other side's papers, I assume you will exchange 
them. But to avoid any possibility of loss or mi solacemer.t 
of these papers I'd like to get them back to you promptly. 

i 

In addition to these papers, I would ask the 1 

corporation to send up those heavy black books I think 
that contained minutes, and then there were some other 
additional papers that were submitted to pick tho 3 C up — 

I didn't brine them r'o-’n today but you will have to have 
somebody come for thf . 
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4 


2 

1 

And before we get started, I will just hand these 


3 

damage exhibits over to the respective parties. These 


7 4 

are the plaintiffs' (handing ). 


5 

These are the defendants'. 

1 

6 

Nov/, will you please oo through those carefully 


7 

when you go back to your offices to be sure you have 


8 

everything and call my attention to anything that you 


9 

think may be missinc because before the file nets itself 


10 

distributed I'd like to see to it that everybody has 


11 

secure — has secure possession of what they are entitled 

12 

t 

to. 

13 

I 

Now let me just hand out this third version of 

14 

the possible decree to be entered hern. !!cv: many do vou 

15 

need down there, about six? 

1 i 

16 

MR. LIMAN: Your Honor, would you rote when 

17 

you look over your draft that you ricked up an embarrassing 

l 

18 

typographical error in curs in the last page, Piper 

19 

Aircraft Corporation is not a party aqainst whom ittonev 

i 

20 

damages may be recovered. That is our fault and your typist 1 

21 

followed our form. 

22 

1 

THE COURT: Ail right. 


23 

It micht be of some help if I call your attention 


24 

to the fact that I have eliminated the provision that caused 

| 


25 

the ambiauity in fir. Liman's mind about debts not in 



the ordinary course oi business. 

1 



i 
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2 

What I intended to ray there was that the lav/s 


3 

of Pennsylvania should be followed on that .and after the 


4 

matter was called to ny attention it seemed to me that it 


5 

wasn't anything that I was concerned with, because that 


6 

would be money coming into the corporation and not a 


7 

change of capital or money — not a change cf the capital 


8 

structure, and I didn’t think it need bo referred to at 


9 

all on second thought. 


10 

Now, I say that to give each side an opportunity j 

' 11 

i 

to tell me whether I was right the first time, except 

12 

for the mode of expression, or whether this is a 1 

i 

13 

i 

preferable way of doing it. 

14 

MR. RYAN: Your Honor, before we get ts that 

15 

point, in paragraph 3,"excent in accordance with Piper’s 

16 

charter and by-law the stock issued and outstanding," and 

17 

I am not quite sure of the import or puroort of those 
i 

18 

terms, but -- 

1 

i 

I 

19 

THE COURT: Well, the import is this: 

l 

I 

20 

If two-thirds of the stockholders of the 

I 

i 

21 

corporation are reguired to mss something under the laws 


22 

of Pennsylvania. 

i 

23 

MR. RYAN: ? don't think though that that 

1 

i 

24 

j 

would be -- in other words, T don't think that adds anything 

i 

25 

if you have that they cannot expand euo-tal and capital 
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3 

4 

5 
b 

7 

8 
9 

10 
U ! 


I! 


12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


rrer i p 

stay? a.? it in "• /t.a’her IT'. 

THE C'XR'.": r n *.« yon -qroc to it? 

H 7 *. JlY/V<: :•?' r.-.r ’ a-rer v;c. !rs it. r hut 

v.’o .still have to in the 

Tilt, COUIli * h? , hut ti U r C f. :*! f - “ cot.’.nq to 
the Court is bisit?.iiy c.'-i** ,uo*.* .* / ore *• r* cor^rffvrrsy• 

yn. RYAN*: That is corrac- . 

Til.". COURT: TJov. ~'*ut'r r o they veto ' noir '• 1 ncr cc;{ 

, I 

and you vote your 3/ per c ,r>~ c» . u . ulr.o *irectorr,. 

T'u-t would bo oer.-iir.m ul: ;>/>• •- '.’.3 :1-arhcr <md tftr. by-3.?vis 

j 

o£ the stool: ir3ued and i , ■ -r’' ,f, . . September * th. 

MR. : Your < 'vr ri’tc, rv»'-’ I r. T 

aT -- vc are here to toll: c 5 ** ut ovv c i :5.e yviqr : - 

obviously, rot to re-uryue, j nr. that I new 

share Mr. P. ,r r r T s> cor. iu »io” or th r ’.oi-.t j,.-*,-.-... •-» -. —. 
yeur Honor uros c.he con jvnciive ! ;>nc! unless of.h»u iso or-.cm; 
by thr. Court*/ I vcvll take it to .near, -ivt if, ."r.r curv:.;,.* 
a tv;c-third vote was required in Sop tnirbor yoc.'* — 

Tin: COURT: You thir> it nhnulr* be ore? 

MR. :f th-.t ‘s vha yov- •. ** • *- r ,t. 

I r.ean, it’s really ? i your !'“-'or r nar.s r.^.r. ^ c < 

in accordance v*ith the charzo** in iff.' 3 \.-itho*’ + court 

i. 

approval, but if vo ' .-•/ to :> ne:«rth5.n? -hit ic ret in I 

-accordance with the -tarter liro. ••• need court approval. 


I 
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i 

2 

1 

then I think it should bn a conjunctive. 

3 

THE COURT: Basically — 

4 

MR. LT14AN : Disjunctive. 

j 

5 

THE COURT: Basically what I war. Irving bo say 

| 

6 

was that I am not prepared to give -- to confiscate 

7 

the 14 per cent of the shares, although I nr prepared 

i 

8 

to suspend the vote of those shares, and if a majeritv 

9 

of the stock of Piper decided to expand the capital of 

10 

I 

the corporation, T sec no reason why I should ster in, 

11 

i ! 

a majority of the outstanding and authorized shares. 1 

12 

And that's the reason whv T put the fact that 

13 

I am not confiscating the shares by this order. i 

14 

MR. RYAN: Tn other words, you wou ld :n<~ ude 

15 

j 

in the outstanding the 231,090 shares. 

• 

16 

! 

THE COURT: Pofinit^ly. Rut they couldn’t be i 

| 

17 

voted. 

18 

1 

MR. RYAN: Yes, that's correct. 1 

i 

19 

THE COURT: It may very well be , Mr. I-ir. an and 

20 

Mr. Ryan, that what -- 

21 

MR. RYAN : Pardon me, vour Honor. 

I 

22 

1 

THE COURT: t say t m:v very well, be that this 

| 

23 

l 

matter ought not be "•ecided on horseback, but you ought 

24 

to get your experts c' corporate practice thinking through 

25 

all of the pemutnt >o as and combi nations, a r b then see 

1 


! 
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how you can meet what 1 am intending to do. T want to 
freeze the vote hut I a™ not confiscating the capital. 

MR. LIMAN: J think perhaps, you** Honor, that 

where you now say, ''And check issued and outstanding'' 
what is meant is that except in accordance with 
Piper's charter and by-lawn .as of Seot.onber 1969 an 3 with 
the laws of Pennsylvania ard treating as out standing the 
aforementioned 231,002 shares 

THE COURT: Just a rnomnne, after Pennsylvania? 
MR. LIMAN: I v/ould strike, "stock issued and 
outstanding." 


13 || 

t 


THE COURT: Read < . 


MR. LIMAN: Para grant* 3 . 


THE COURT: Read it slowly ; r, you v/ould rewrite 


MR. LIMAN: T am following your language. 


"except in accordance with Piper’s charte.r, by-laws," 
strike"and stock issued and outstanding, as on foot ember 
4, 1969, and with the lav/s of Pennsylvania, and treating 
as outstanding the aforesaid 231,002 shares, 'and then 
I v/ould strike, just because it v/ould read better, "Unless 


otherwise ordered by the Court." Move thal down tc the 


25 I 


Jn other words, no stock, et cetera, ot cetera. 


and then at the end, cut, "Unless otherwise ordered by 
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the Court." 


Do you follow my suggestion, your Honor? 


THE COURT: Yes 


I thin): that clarifies it. 

MR. LIMAN: I think that's what vour Honor 


intended 


THE COURT: Yes. 

Let's take these paraoraoh hv paragraph and then 
I am going to give you all an opportunity over the weekend 
to do some thinkinq about, it, about the whole thine, and 
see the extent to which my draft changes the respective 
proposals and whether number one, it i r clea and :-wo, 
it is necessary to carry out the intent, or can br 
shortened in some way. 

MR. ARMING: Arning, Sullivan and Cromwell. 

Your Honor, no I understand it is your intent in this para 
Qrflph to allow stock to be? issued, a Icii *. 1 or. -1 1 shares up 
to the amount authorized at Gootombor 4, 1 r n t without 
coming back to the Court? 

THE COURT: No. I thought that it would be 
inappropriate to allow any dilution, and the addition of 
authorized shares to -.he outstanding would be a r o-n that 
an insider could utilize to dilute some trine. 

Now, actual’y, that micht result .n reducing the 
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2 

4 2 per cent, but even there T don't went it to no v.o or 

3 

down that way. 

4 

MR. ARNTNC: Then it in your intention 

i 

5 

1 

that it be in the conjunctive, that both in compliance 

6 

with the laws of Pennsylvania and approved ’ey an order 

7 

of the Court before any additional shares are issued? 

8 

is that correct? 

9 

I believe Mr. Liman's revision would chance that 

10 

sn that it would bo r^nuired to be one or the other. 

11 

THF COURT: Whore was that in my draft? 

j 

12 

l ' 

MR. ARNING: The same paragraph we are working 

1 | 

13 

on, your Honor, paragraph 3 as revised by Vr. Linen's 

!4 

sugnestion would be sufficient that it bo in compliance 

15 

with the charter and that would allow the board of 

16 

directors to issue any authorized or unissued shares. 

17 i 

THR COURT: 1 see by moving that phrase down ; 

18 

i 

T don’t take account of treasury stock, sc *-.o sneak, do T? 

19 

MR. ARNING: Authorized but unissued shares. 

20 

that's right. The authorization of additional shares, 

i 

21 

1 

as long as the lav/ of Pennsylvania remains as it is. 

22 

at any r At c, x qucss would bo all right, but up to the 

23 

amount authorized, that can be done without court 

24 i 

anproval. 

I 

25 

1 

THF COURT: All riant, r will just have to rethink j 

1 
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that one in the light of this. You see, that’s the kind 
of thing that. I may not be thinking of all the combinations 
and permutations, and I'd like to have each of you think 
out what the implications are so that at least the result 
will express what I intended to express hopofullv without 
any reference back to me now or whenever the Court of 

I 

Appeals speaks. 

MR. LIMAN: Your Honor, so that I am clear 

on this point, as I understand it, that if the board of 

I 

directors were to vote to issue stock to an employee, 
that would not be permissible even if there was no disacree-j 
ment among the directors unless your Honor approves, 
because that's what -- that's Mr. 7rnir.es point, as I 

I 

understand it, at least in Dart, that if your Honor means 

| 

that there shall be no shciros issued without Court 

j 

approval, then he is quite correct, that the way to 

I 

express this is to put it in the conjunctive and he can, 

I am sure, supply language or one of us can. 

. I 

I 

THE COURT: Let me tell veu this and I want 

) 

to rethink this, but mv horseback tbouciht about it is, 

I want vou to have ovarvthing that you have cr that you 

I 

t 

can buy, but nothing that you can take by corporate 
readjustments. 

I 

t 

I don’t see how this employee incentive l 

I 

thing has anything to do with what I am intending. I hadn't! 


southern oistrict court reporters, u.s. courthouse 







3142 A 

merf 12 

thought about it, frankly, anU that’-? cr.? of the reasons 
why I want this to lay over until Monday to get all of 
those various ideas and counterproposals. It seems to me 
that the footnote in the opinion emresr-rs more nearly 
what I wanted to tell you. 

I 

t 

MR. LIMAN: Which footnote? 

THE COURT: Footnote 21. i 

MR. LIMAN: Your Kcr, ->r , just t-c there is no roisundjir- 

! 

standing on that, as I und err. the computation:?, that if 
the by-laws must revert z~ 1 r ' r >". , chc by-laws and the 

i 

articles, Chris Cra f fc will r >‘ h • ' r-~r uv^ert control, the 
board will be split 4-4. 

Wow, vour Honor, lot <' n just f'ui'h this. 

1 

There is a computation that was done for regrstrat:r.’ 

I 

str.tcricot by Piper’s independent counsel md '.y urdorsc ndin : 
.'•at if either 1 ,C 00 or 1,300 shares of the ' - - ’ irer 

don’t vote, and we stud you by letter what c : r> r.ur.bcv 

i 

or if J, 0 OO or 1,500 sharer vote for Bancor Punta no~ j r.s : s , 
they get the fourth director. 

As things presently stand, they are ir. con’• re 1 
of the proxy machinery anyway. I ran nj.ve you the*e 
numbers because if it vnr. your intent, your Honor, that 

j 

Chris Craft have management control, then reverting 
Piper to the 1565 by-laws makes it im; o“-ir.'^, ar.' vhi; a 
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we take exception to the restrictions on the irjunction, 

I think that when the appeal is heard, and Z unde—stand 
there will be a cross anneal, we ought to be annealing 
from what your Honor meant and not really from something 
which because we didn't understand it correctly, wasn't 
translated into the judgment, and if perhaps over the week¬ 
end we sent you the numbers and we either met again next 
week or sent ’n our comments, it would frame a judgment 
that carried out precisely your intent. 

| 

! 

THE COURT: Let no, for your cruida^ce in preparing i 

I 

that letter, say this: As T visualize the situation, 
and I am trying to roll back the affair to the 4?.%-37% 
position, under the voting purposes onlv, because ''bet's 
the only mandate that I have, voting, not confiscation, 

l 

not resolicitation, rot ar.vthing else, only votinr . now, 

i 

if that voting — if that outstanding and voting formula, 
configuration, under vour present stock cw-crship ’Hows 

! 

you to elect a majority of the board, that’s what haonens. | 

| 

If it doesn't, you will have to gain yorr strength ( j 
from the public as you would have in 1969, thr* same way with 1 / 
the other side. j 1 

l 

I 

Now, I don't know if there are e-ouch outstanding 
shares, I haven't got it clear in mind, to ’'now whether 

i 

there was 21 per cer.t. outstanding sc> that the/ .weep I 
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it can't bo 14 nor r. -cr rwtc u;.* ?nr. 

MR. LII-!A!2: \:.l they iced is, as sate, either 

1, OOC-odd shares not voting o'- votirvr fnr :-.V n, but vh-toverj 
the precise figure is, it '*c?r> e< ram ted, X can give 
it to your Honor in a .latter in-.; chon vc-.r ' -n:r ran resolve j 
it in accord v.’itii your irc^nt. 

I 

THE COURT * The ; ;it"at i.o > ••'•j.t f""or”oo:~v in 
the status quo ante ard to go ;v> ."rev t:h ire . c;:aeot for 


tiic one t.ning that 1 1 * ■ mar. m ■■■.• . ?rer t id ■ o to -io, to s’lspe 


prne, 


the vote cn the shares, the 


rem there 


nr. you help no art 1 . the ethos: v -is* r - -iH» ear 1 


13 ij 


14 i 


21 j| 


23 ji 


of the permutations arc ers- ; ions thcc 


r ..“..i.r: 


KR. hiMAP: In 19C3 , in Sop toneor. Piper had 
or oijht -man j snare, even though : t could hr o' anted, 
assume that’s vhnt your Honor is fraezirq. 

i f! . COLT * Tim c 1 s : c, - h_ th — ^v*. * r ■■ 'j.n * j -.,^ — 
lativc voting. 

MR. LIMAN: One ether orin •our esor. so 
that w can a c If ~.sv .onus on ;■ issues are, the 

Bancor P-mtn con ■> c< :*« Tier runs che ; riu.hcti-.vn armrest 
dilution and corpor-i.e action witnst Bangor Burt 3 and 
Chris Craft. 


Tt :r choir Cor.nai of 


sT ct yr r H-nor '« 


so jthern c st- cr cou r t ripopteps. u.s cou^th: 
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decision. Without getting into e reargumcnc of 
your Honor's decision, I take exception to their formal 
way of do:.ng it. My client is a licensee of public 
telecast licenses anc. X think it particular .'■/ .inappropriate 
to have an injunction run against it in fort'. That's 
in their proposed — it's not in your Honor's, it is in 
their proposed counterjudgment. 


THE COURT: Then what they will have to do is 
press on why ny proposal is wrong. X an go-', a to operate 
from mine except to the extent it has to be .evj rod. 

MR. R‘ r AN: I think then just toe ministerial act 
of rolling back the by-laws back to the S 20 tomb or o~ i-'-o 
the only way you car tie that really in b - c .voting 
upon the two principals, Bangor Punta. Chrir Craft, h •* v 


to have their des-'gnees tak' 1 th 


c "ocessary -oorate 


act which is normally done in the ton- of ? -onctior:. 


That's why I put it that way. 


'HE COURT: That rt.ir*ps th. 


be an immediate election ordered? 


C ’ • 1 f 3 t*. f *'i IT *3 


MR. LIIl.MJ: Well , T thin!: you** 
I asked Mr. Ryan out in the h,.!l who’.ho- 

a stay pending an appeal. lie told r.e ho 

.* « 

to it. X think that there ought to ro. 


::ov~Mr. Ry?.r - 
ac .grevs to 


heb "o c:M *ctirn 
As coon as the 


1 


judgment becc-ics fin 


tV.asn 


3 nr.' 


■’ ‘ j ru lemon fi. 
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14 I 

ij 
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17 ! 
! 

18 || 


20 

21 1 
22 

I 

23 

24 
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16 

and they should ha ir^lnv-.rntr; 1 .-bviousl'* rv ,*n election. 

I don't know whether your honor hop. to put that in the 
order. It scons to re that you ran rely or the self- 
interest of the parties here to proceed with in iir.r.iediate 
election as soon as the irjcrtion is settled by the final 
judgment. 

THE COURT: I would third* chat in order that 

9 

there he a rollback anc that there- should be an election. 
MR. LIMAN: By rut tiro th ; v r:ant in the 

judgment. 

THE COURT: T tain * h ‘ ■ it occurred 

to no *— as a ratter of fact v.t : dev vnstairs 
when I saw this — other./: no •* .u; v - c rr bach to 
I960, because the election that v. s .eld in 1 ?7i was 
what 1A per cert voted, sc wj ha**c urdo *•/-.?,t. f*- 

something, again -- 

MR. LIMAN: Tf that : r, so »«■/ I 

suggest that vour injunction should the;* ,'ror hr: 

effective date of the election th.'.n f "or d~t: v‘ the -- 

TUB CO T1vrn Sucrose *•*<■•”. take hr rv e ■*cr , *>*. to s*- t’> 


the Svoreme Court. 


hat moans rl'.’t t*a fie: 


begin to run three years from now? 

’*R. LIMAN: ”0 nre nvopa-.oh — os si. :u;.-itod 
apical and your Honor could condition a stoy a: that 


SOUTHERN DI5TB CT CCUPT REPORTERS. U S COURTMOJ* r 
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basis. 


TKE COURT*: My view on that is that whop 1 get. 
through with this, x v*rrt the i x v vonrt? to nrc! j £ 
you upend the decision, you will o.r to the relief 
about that operation o:i an appeal , other-ire the "ivc ytars, 
added to the five years already run, plus i-* ar.r> of 
an appeal, and I am conscious of whn c inrue mints anneals 
mean in this circuit and in the Fnprry.c Coo.-;, vaul.u ertsnd 
this thing be: 'end the term th;<t I have ; -i 


MR. TjIMAN: Your !!o«r. ire.r y jv •' rrthc rv neint 


clear. 


r irst, whet, vou. 1 d r....■ x •••. t veu- "or. v* doom' 
grant the stay i.r, that the fvv or. arc el -v;. rl 
count against vs; secondly, if ■•:r chon go through ...n 

election arc! a reduction of beard . 

T}«r; COURT: Why shouldn’t t'i« timo on appeal 
count against vou unions the Count of ’ tv. <■ - Jnay to the 
contrary ? 

MR. LIMAN: The Court cf 'noeoln might cv;s u- 
a stay but 1 thin]; the Ois,.. ct. Coir, t • ir ure'i'.cu t - 
Here is a natter where vs vr t ir.to c* >*rt *'j vr - ., ... 

we have not been undiligent .in the nursuit - our rlght.n. 


all that v.*e :;r.r.t, 


ycuv Ticror , is the o.oocrt. .* i: t v to 



and have our point vir.v c :i tie. i n:*v-r-t isu end d. ges 
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8 

9 

10 I 

° i 

13 l 

14 ! 
■ 

16 ! 

17 ! 
18 j! 

. ! 


nerf 



13 

1 

1 

hoard and it 

scorns t 

~ me the • -nr Honor, 

if it were 

to 

take six months or r. 

hi: months, '-riven the 

time that h 

cl* * 

elapsed — 




» 

i 

i 

r. *i ^ 

III; 

CO; ■ RT; 

{. tnpotrt . t cn.;c* P o 

/our £5? 

? 

i 

1 

1 

i 

MR. 

LIMAM ; 

-'nur onor, lr.-.- Cour 

c oi Appeal 

! 

s - 

th t -: 

COURT - 

Svpwo. e it t'k? - tv g 


i 

i 

i 

MR. 

LIMA?-?: 

Thcr I :hir.k thay co 

u 1 .1 come in 

i 

and 

t 

ask that the 

stay be 

vacated, your Honor. 

rt is ; u r -t 


that if Hunger I-'untu 

want.- to out ut c.:f - 

- 


TJU-? 

COURT' 

hurt hr.npcr.s if iv/r. 

years • vn? 


■ IP.. 

i ,::i ;■?■;.• 

T*;*f " • *,m -a i'• 

-u:: ?r:-ir. 


tine the judo 

n.ont is 

- ' «... . . v i.y 

*•' . ou. . o 

c 


going to an c ight-mr* board, - ’v> ; * \-nnr -.1 - 

agrees with us not just on utv.;.is hue or junction, 
then T*ioor ••:rr.j.o hr. vs to ..moth..*- oh ,rs - «*rvl r 

really quest ior. as to whether or not. tr? way to brire 

4 ** 

stability to ■"'5.ne:~ ’.?•> t.a nr ,v .-e Hi er r t urio-tico 

that there is goinr to be no appeal insofar as I hr a;; 
t u ere arc going !;o ho over,: tpocais hero, and vhc.r. t 
real ly think your Honor, given - he slake:; o‘ this contro¬ 
versy, wo eoulc". all 1 .we with a star r, -.- ;hat if 

there was delay, the stay could ho tor-.ur.atoJ. '''hat’s 
rrr position. 

I’.h . kVAM: 1 v on 1c oh jeer r,ny stay •.•veil 
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2 

stops the time of this decree running. Wc have already 


3 

been effectively enjoined for over five and a half years 


4 

and we are not askinq for a stay. We would oppose 


5 

a stay if it is going to stay the running of the five 


% 

6 

years. 


7 

THE COURT: What about the insertion -- I just 


8 

want to get your position. I am not deciding Mr. Liman's 


9 

1 

point. That’s one of the additional things he v; i 1 1 mention 

1 

10 

1 

1 

in hir letter as to what I should do about r.y form of 

\ 11 

I 

judgment. 

12 

What about ordcrino an immediate election to 

13 

implement the terms of this cecrece? You ore, if chore is 


14 

going to be a stay application made, 1 would assume that the 

| 

1 

15 

stay application would also say, stay the election. 

16 

Now, that would mean — it seems to ms that would ! 

17 

operate in reverse because \ r they want to stay the 
i 

18 

i 

election, they are staying the time in which they get 

1 

19 

in. 

1 

20 

i 

MR. RYAN: ~ would — my reaction is, your Honor, 1 

j 

21 

I would have no objection to going ahead vn _h the 

22 

I 

election now if such is required, but T wot '.d like to 

1 

23 

speak with my clients before that. I would address myself 

24 

to that. 

1 

25 

THE COURT: You refer to that nJ.ue in yeur response 

1 


southern oistr'ct court pcporteos. u s. co-jothomce 

! 
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MR. LIMAN: Mr. Pynn says that— he tal/ts about 


3 it beinq five years already. The board is ten, they 

4 picked the number, they picked the various designees 

5 attributable to them, v.hy all -f a sudden is it now hurry 

6 up on their part to count time or. an appeal against us. 

I 

7 ! up to now during appeals they felt no inhibition about 

8 j changing the numbers of directors ano I would real-v 

9 | ernestlv entreat your Honor to give us that stay. 

1 

IQ jj THE COURT: T am not deciding now. You mane your j 

11 point. 

12 j MR. ARNING: I vonId like to make a suggestion as a 

13 corporate solution, rather thanrrder a stoe-dioleers election,. 

1 

14 which would require filing o* oroxy material arc passages 

I 

15 of a similar period of time of a complicated proxy J 

16 ! statement perhaps the bear* here car settle its membership j 

I 

17 i by having resignations and then elections bv the directors j 

l i 

18 and it might simplify and expedite matters. 

. j the COURT: All right, would you spell that 


20 I 


out and see how that works and how it works fairly to 


each side? 


MR. ARMING: Yes, your Honor. 

THE COURT: As an alternative to ordering a 


stockholder election. 


MR. LIIIAN: Your Honor, I wan ter ? iff sa / 


SOUTHER* OISTI-'CT OOU 
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say fin.. 1 iy on the ?. sue of- In-ages jvrt rayhe tc clarify 
there have beer, three proposition' pe c before your honor. 
One ir that your Honor should moo t»-« .--v-v 

• v 1 r • «* V -♦ 


13 ij 

14 i! 


Tvo, that your Honor should use Lr. -Jcv York 
State local rate; and three, the new pro-os,tJon, -hot your 
Honor should use 6 per cent rather ther. the rv n ■ r.d e 
half local rate. Or.cc your Honor decider. - • the - srue# 
we will agree apjor.fr ourselves or. the c trout - .-ion. the 
co.pputarion that r submitted to vor. •.nr -v;-.-’ • 7 rp 

day calculation which in clear 1 7 net ccerect, T. recornite 
that, and v? will aero a c.a - : > v • r ^ rc . 

your Honor rules that it is sr.ricf.lv or i * 5 .. .-1 


ictly or i.-.i •«•■ of 3c-*.: ay 


t:iic roint. 


HT CPU?.?; I haven c decided it .> r;v c..o ni.vi 


but T will tell you T pent t v r- \:cx 
problems not on 2 ' because of th-.r c-. ; . 
happened to come v.o in ano~h a -» •- 


tarest 


e ; nt .•enure it 


in; cia.ly, I woo Chir.kia.j zc* 


. straight 


interest rat-: an JurVs rein Cold out it -r- *- .v^trian 

versus Ilian; but that, cs jerorc ••he r tc .u .e war arrerdoci i 
in now lor t in J.l'f ( T . r>\ t ?'~‘c Lv ••• ,• 


Then I too. out rlv rerce.vt'-f r 


the legal rate. 


wey talking about •••?..* ir. 1 ; i r .V;e o t 


•f •: -own 


> r ' . c 
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ns amended since that time. 

MR. LIMAN: I thought your Honor meant that. 

THE COURT: That's why I took out norcentage. 

The difficulty with your submission in your letter is 
that you have shaken mn by this discretion.i'-y suggestion, 
and 1 am just wondering whether T want to backtrack 
at the present time, because readino, rereading my instant 
opinion, one would get the impression, until you ge. 
to the last page, that there vasn't going to be ary 
interest. And then I decided that — that I was second- 
guessing the Court of Appeals. 

I may have second- guessed their incorrectly by 
talking about the legal rate. 

MR. LIMAN: Mermelstein I think was probrbly 
the last case that I am aware of in which they discussed 
interest. That was a diversity case and there they 

applied the local rate. If you are governed bv the diversity 
rate it is the local rate — 

THE COURT: I just think that the business of 
interests v -<s rotten off the track in the federal 
ouestion cases without anybody redly researching 
it. 

Now the question is whether the p.- thhas developed 
to such a degree that we are really on to t*c state 


southern district court reporters u.s. courtm: vw; 
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2 

interest rate in these federal cases. That's the Iona 


3 

and short of it. 


4 

MR. LIMAN: And when your Honor resolves it. 


5 

you rule, we will agree among ourselves on what the 


6 

figure is so your Hor.or can insert it and you don't have 


7 

to trouble your clerk with the computation. 


8 

THE COURT: Let me ask you this cuestion, Mr. 


9 

Ryan. Why shouldn't the New York rate apply here to this 


10 

case? 


► 11 

MR. RYAN: Well, this, your Honor is not a 


12 

diversity case. This is the federal cere. 

13 

THE COURT: I krev; it is a federal question 


14 

case, not a diversity case, but the Court of Appeals said 


15 

you were to be stung. Why shouldn't you he stung? 


16 

NR. RYAN: We have been stung, Judge, rather 


17 

heavily, and the interest, as Mr. Amina in better prepared 


18 

1 

than I to discuss, we believe that even under the New 

19 

York rule the interest should be six per cent.. I will 

l 

20 

let Mr. Arnino address himself to that. 

21 

MR. ARNINO: Your Honor, we refer in our letter 


22 

to a report of the Lav/ Kevirion Commission. 


23 

THE COURT: What letter? 


24 

MP. ARMING: The letter that wo handed you a 


25 

copy of at the start of the proceeding. Which we submit 

. •« 



I 
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2 

•nakcs it perfectly clear that the New York State intended 


3 

the legal rate to be six per cent all the time. It followed 


4 

the usury rates in 134 decisions which was regarded as 


5 

erroneous, and that’s the reason they chanced the law 


6 

back in '72 to make the rate clearly six per cent. And 


7 

I would like to state for the record that in dealing 


8 

with the computation of interest we don't intend to 


9 

concede that the award of r>re iudgment interest is correct. 


10 

■ 

We intended to Drosorve that ooint. 


11 1 

THE COURT: That’s a different subject. 


12 

MR. LIMAN: Your Honor, .7 think that the Mow 


13 

f 

^ork cases which we can cite in your letter ere clear 

14 

that the amendment was not retroactive. 

15 

THE COURT: That's very clear, too. 

16 

1 

THE COURT: There Arning is making a dirferent 1 

17 

point. He said it was never seven and a half oer cent 

18 

and therefore it not being retroactive it van always six 


19 

per cent. 


20 

MR. LIMAN: I understand what he is sayina. 


21 

THE COURT: All right, what else nave we? Have 


22 

we covered all of the things that — the thina that I am 


23 

most anxious to get help on is from the corporate lawyers, 


24 

preferably those who <now something about Pennsylvania 


25 

corporate law, as to whether the language tr.it 's been 


• 

l 
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2 

3 

I 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

I 

18 j 

19 

20 

I 

21 

22 

23 

24 


25 


used in respect of the corporate sotuo, is suitable 
and clear within the purposes of the decree " 5 

MR. LIMAN: Could I suggest, your Honor, that 
the corporate lawyers. Piper has some, who work on the 
language, and we will too, give your Honor alternatives so 
that on the matter that your Honor just said that you had 
not — 

I 

THE COURT: Very useful. 

MR. LIMAN: Thank you. 

THE COURT: Very useful. 

t 

All right, now, is there anythin^ else on this 
to deal with? All rioht, I will then wait to hear from 

I 

you gentlemen and you needn't show anv new notices of 
settlement, but why don't you aerree on alternatives 
of statement within the framework of what has been indicated 
hero, and then I will nick one or the other and I will 

i 

type up the decree. , 

i 

MR. LIMAN: Thank you, your Honor. 

I 

(Adjourned .) 

I 

1 

I 

l 
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A I would consider them completely unmarketable. 

THE COURT: You mean you couldn't have a 

secondary under any circumstances and that your firm 
wouldn't undertake it? 

THE WITNESS: I think it would be terribly, 

terribly difficult, because it is a forced merger — 
you said that they could force a merger. 


MR. LIMAN: 


With the right of appraisa 


THE WITNESS: With the right of appraisal. 

I think it would be very difficult. llaybe I 
shouldn't say practically unmarketable, but very diffi¬ 


cult. 


Have you — 

THF, COURT: What does that mean, as a result of 


your experience? 


You have aad a very broad experience. 


where you have dealt with minority positions in the past, 
I assume, is that correct? 

THE WITNESS: Yes, Judge. 

Tllli COURT: liow would you deal with this 

minority position if your client came to you and said, 

"I want to cash in'■ ? 

i'H'K WITNESS: Well, does the fact of what 

was going to happen in the industry have any bearing 

or. thi3 RC'.tter, your Honor? 
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WI'i'i'JEjE: i j.s.j :_j . 

A__x, WJ industry was sl.arti.ng 
to 'jO downhill very quickly. 

■rm COURT: That has no tiling to do with tho 

49 PCr ' ent ‘ ,OEitio; '- ««t hat got something to do 
with the SI and the - 19 , isn’t that right? 

THE WITNESS: Well tim 

■'exx, ttio fact — you aru talking 

about doing - , , 

- wcconuary, knowing that there hat been x 

fOice^t merges., cc tns client, the buyer wouldn’t really 

UQ bUying PiPCr; h£ WCUid bQ ° ^3 Bangor, and therefore 

I would tiiink that c*ir^ s-<’»•”>« •, • 

* U - 3 l r2i '- position would be at the 

mercy of Banror, 

TdE COURT: ;ttll, that has to do with or ice, 

doesn’t it? 

THE WITNESS: well, it has to do with .ice, 

and it is a completely different business. i mean, 

Pipsr is an aircraft company and one of three aircraft 
companies. i„ tho united stator, private aircraft com- 
pan_o„, »sd Ua..gor 13 something entirely different. 

HR. ARMING: Your Honor, the assumption started 

out on a theoretical possibility of closing a merger and 

the witness now seems to be saying that the merger is now 
announced or under way in some fashion. 

HR. LIMAN: Iv assumption is that they have the 

sortwesN msTRCT oourt renters 

^ U«TB>ST^m Court house 

H.V. wgo ? T)njyHc»g» cort^xp^sd 
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power to cav.se tie merger, but they haven't caused it, 
or they haven't sat the terms for the merger. 

THE courts What the lawyers are saying. Hr. 

Burnham, is that somewhere in the ccrporate structure or 

of the corporate laws of Pennsylvania there is thin 
reserved right. 

'•ouoiy has thought about it or done anything 

hbout it or announced that they are going to uo anything 

aoout it, but a client comes to you and you know about 

it, because your investment department looks it up and 
says; 


"kora«a something that lurks in the background." 
and somebody says to you, ’X want to market the stock." 

hre you saving to me chat you can't for a price 
market that stock? 

.*->{£ .kllirt-S VJcli, I ceuj't give you a very 
dxiect answer. r guess, certainly under circumstances, 

you can market orretir-r.: i v hnv*hi«„ 

* . ~ a »y-«xng of any company that 

has some sort nf site, hut the price might be so 

unattractive that no coo would consider it in fcis right 
mi;id. 

W CCVi ' j}: He haven't at the moment argued 
you about price or considered whether it is a higher 
price or a lower price. 


SdTHfRX CIST^cr C-TVRT REPORTERS 
fl.ATeS COURT HOt'Se 
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The question that v;e 3 put to you was strictly 
marketability. You made the flat statement initially 

that it wasn't markatable or would be marketable only 
with extreme difficulty. 

' I n'Ti asking you — 

Thi; WITNESS? May ; tell the Judge why I say j 

that? 

-HE CO'u.UTr. Tc j, 

THE WIl-dESS: aoacasa wa gave some consideration! 

to how they might get cat of the* position without asking I 
wl- jn, and we considered i what is a minority petition 
wortl: ir. Piper Aircraft. 

i 

we cornrd-va;; - hat it va3 rco8fc unattractive. 
w * didil5t t-iat w,ai; ?.ciVl bo clone. 

4 

• .. I 

.'C'- ^ tractive in ti e sot.sa j 

oHit Barsuen & Company couldn’t make money? i 

" fiE Wm:SSS: Unattractive in tho sei se j 

tiv ’ t <a) Knul « tow to havo ttntaMn before cioinc 

i 

*° ' ?at xt WR3n,t to bo merged into Bangor, that it 

W ' rj goi * g to b - Mre^aft that you are selling, you:. | 


Vor&s . 


THE COURT: I assure, that — 

1HS ifITf ®SS: If yet. had that assurance, thsr | 


the oocata.cn .t" rf ifferont. 


•V.i-rd~fv. y DISTKJtT tftsr* 
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U Ar,i if you didn't have that assurance? 

A if you didn't have that assurance, then I 
back to my original statement. 

Q Ami — 


to ask. 


Tin; COURT: Now the way you get the assurance is 


Till; VTL1HESS: That's correct. 


JK., 1 . COU,<T: Now let's make the assumption that j 

you ask, and ycu get an answer, "We are not going to 


toergs. 


IJov what was your position as tc> marketability 
at a price* 

Til /TITHESS: Then you are in a much better 

position as to marketability because then you are offering 
the public a security that is well known, not complicated, 
possibly depress^ due to economic conditions, but 
something that was listed and could be relisted, and you 

could go op, and you would have a market abJe situa¬ 
tion. 

.Jut cr.e way the question was originally asked, 
wit ..out that permission, you would have a very diffi¬ 


cult — 


JH. 1 : CGJRX: The question as originally asked 


SO'.*'' OfSlRSO O0URT 3EP0i*>Tfr'_ 
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didn't assumo that you did or you didn't have it, but 
you have said that one of the things that you would 
require, as a prudent banker, would be to make aui inquiry 
and get an affirmative ansv;er to the fact that there is 
no such contemplation. 

THE WITNESS : I. , rfould want —— I would WBt — 

I would want an undertaking. 

THE COURT: Well — 

THE WITNESS: I would want a firm undertaking. 

If that was given, that there would never be that, that 
in effect the Piper would go cn as it had in the past 
and that 42 per cent would be the public market, that 
would Le ar undertaking. It would have to be a very 

firm one. 

TIE COURT: But there is no question about 

marketability under those circumstances, is there? 

THE WITNESS: Under those circumstances, the 

only question about marketability would be price. 

THE COURT: And that? 

THE WITNESS: The price and buoiness conditions. 

BY MR. LIMA! : 

Q An<i without those undertakings — 

A Without those undertakings, I have said that 

the thing wculd be extremely difficult, relatively 

SOUTHERN DISTRICT COURT REPORTERS 
United States Court House 
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l 

unattractive to a buyer, because in that case you are 


3 

practically dealing with — not with the public but with 


A 

a corporate buyer, who would be in the sane position as 


5 



Chris-Craft is. . 


6 

Q Mr. Burnham, you testified that you owned 

• 


7 

Q 

Cnris-Crafc stock, to the best of your recollection, in 


P 

January of *65*. 


9 

Lo you ttil.1 own it? 

j 

!0 

A NO . 


11 

| 

| 

1 

1 i 

'52 

I 

Q And what was the occasion of your salo? 


MR. RYAIJ: Objection. 

i 

•3 

MR. PENIvOYER: I join. 

i 

14 

THE COURT: Well, ' iothis witness* personal 

i 

1 

1 

?5 

i 


speculations enter into this? 

1 

’6 

j 

| MR. LIMAN: I think so, your Honor, but to 

! 

J7 

i avoid colloquy in the presence of the witness on thi 3 . 

1 

1 

ie 

] . 

1 

1 


if you will take it subject to a motion eo strxke — 

i 

19 




Tit: COURT: All right. 

j 

£0 

* 

f 

Q What caused you to sell? 

1 

j 

21 

j 

! 


n Well, I sold, and we sold the firm's shares, 

! 

i 

i 

22 

because we envisioned that — a fight, and a very bad — 




what we thought was a vary bad situation. So we got 


24 



out. 


<bw 

Q And v.T t s.n was that? 

! 

! 

| 
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A To tiie beat of my recollection, we started 
around August of August or September of '69. I 
haven't looked it up. 

Q Was it after Chris-Craft got into its minority 
position, after Bangor was in the majority? 

«r 

A Yes. 


witness. 


HR.LIMAd: ± have no furtiier questions of thi 


THE COURT i Cross . 


CROSS EXAMINATION 
BY UR. PENNOYER: 

Q Mr. Burnham, I chink you testified that you 
became aware of Chris-Craft*s cash tender offer. Do 
you recall the date that you became aware of that offer? 

A I am sura I only become aware when these things 
wore .released to the Dew Jones ticker. I no 
banking connections with Chris-Craft, no inside informa- 
ticn. I knew these things when I read rthem. 

Q Woil, it is agreed in this case that January 23rd 

Xr ‘ t-he date thst the cash tender offer was announced, so 
1 will ask you to assume that date, and I believe your 

testimony is that Ur. Gordon first called you about the 
possibility oj. getting money on January 30th, is that cor¬ 


rect? 


* ** 
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minority holder, and then the question that the judge asked 
me. 

Q Let me ask yeu f sir, at the time that Chris-Craft 
hau 42 per cent of the stock and Bangor 45 per cent of the 
stock, would /ou say at that time that Chris-Craft’o Piper 
stock was marketable? 

A That is a very difficult question. I don’t think 
that in that kind of a situation, with a battle going on 
the way it war then, that I could render a very useful 
opinion on the marketability of Bangor shares or Chris- 
Cract at. that time. Anybody else coming into the picture 
would want to know what was going to happon before they 
would risk anything. 

0 In other words, the fact that it was still a con- 

teat for control going on is a factor which makes:our answer 
^difficult, one? 

A Wall, frequently you can contrcl companies with 
much les3 chan 45 or 42 par cent. This was a fight for 
control and it in a different condition. 

MP.. PENNOYER: I have no further questions at 

thin tijne. 

CROSS-EX^JMKT/.TZOK 
BY HR. RYAN: 

Q Mr. Burnliam, cculd you tell us vrhst you mean by 

f * *f 
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Q Are you familiar with the term? 
A Yea. 


Q Ivhat do03 it mean to you? 

A It moans that if you dissent, you have the right 1 
to go to an appraiser. 

Q And you got the fair value of your security, is 
that correct? Is that your understanding of it? 


A Some people don’t always think they come up 
with a fair vilue. 

Q But they aro, under the statute — is it jour 
understanding that under the statute the appraiser is ob¬ 


ligated to g:We him the fair value of the security if the 


dissenting stockholder objects* 

A It depends on what that fair value turns cut to | 

fca. I mean, very frequently ccmetimas it relates to marbot 
value Corsica r fair value, sor.etimas it relates tc book 
values. 

Q Mr. Burnham, if a security such ss Pipor Air¬ 
craft Coe tpany, which you tee tilled before was listed e.nd 


probably will be listed again • nd ne.i a ir».rfcot on the Kew 
York Stock E:<: irange, would it be your opinion that a dis¬ 
senting share>*older vould probably get substantially v/hac 
that market value was on tha date he files his c»Jscent? 

HR. LIMAN: Frost an appraiser? 


S.uTHutffc MSTHICT CJ1ST R!*vjpr';:h 
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A A dissenting shareholder of a huge block like 


Chris-Craft? 


Q Well, now, I didn't say a dissenting shareholder. 

I said — 

A You are talking about Chris-Craft's Piper hold¬ 
ings and now you are talking about the dissent of a 42 
per cent holder. 

Q We will assume first you sail the whole block 
to one shareholder. 

row, is there any question 'in your mind that 
that shareholder wouldn't get the fair market value for 
his stock if he dissented? 

A I am not a lawyer uor running a court — 

THE COURT: IIow many appraisal proceedings has 
your firm beer, in in the last 20 years? 

THE WITNESS: Vary few, your Honor. 

THE COURT: Eavan't you been in encugh appraisal 
proceedings to knew what goes on in an appraisal, consider¬ 
ing your position in the banking field? 

THE WITNESS: The goner a 1 advice we hoar in these 
matters is *aot to go for appraisals. 

THE COURT: When you have gone for appraisals 
you know what the ropes are, don't you? 
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THE WITNESS: Well, ray understanding is that the 
courts generally take as guidance market value* That is 
what I understand they base it on, but I would imagine in 
this question that the size of the block would — anybody 
trying to get the fair value, he would have to judge it 
in some respect to the size of the block. 

Q But he would get the fair value of the size of 
the block as found by the appraiser, wouldn't he? 

MR. LIMAN: Objection. 

| 

TUI COURT: Ho is inquiring of the e:cpe:*t opinion j 
of the witness. This roan is an outstanding man in the j 

financial community and he ought to know ths answers to these: 

I 

I 

kinds of questions, Mr. liman. 

MR. LIMAN; He in asking what an appraiser would 
give Chris-Cj iift. 

TUI COURT: He is asking for ar. opinion. 

THI WITNESS: I would assume if the law was 

j 

followed ha tmild get the fair value. 

Q Mr. Burnham, v T hy did you assume that there could 
be only one purchaser of the Piper shares owned by Chris- 
Craft in the event there was a sale of the Pipar shares? 

A I just felt, or feel, that a minority position 
without some guarantee thatit 3tays as Piper becomes rela¬ 
tively unattractive for public offering. So then the 
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2 

market becomes maybe corporate buyers that want to buy in 


3 

and they very seldom want to buy into something controlled 


4 

by someone else. 


5 

Q Have you ever heard of any company which has 

* 

8 

securities which sore traded on the market where more than 


7 

50 per cent is owned by one or a group of persons? That 


8 

is not an unusual situation, in it? 


9 

A No, not at all. 


10 

Q And thera is no reason why you could not make an 


11 

offering of the Piper 41 per cent to the public at large 


12 

at a price? 


13 

A It would depend upon what assurances one got from 


14 

Bangor about what it was going to do about Piper. Other¬ 


15 

wise, I don't think an underwriter would really know just 


16 

what we was selling. He might sell Piper stock one day and 


17 

then you said there would be an appraisal if yon didn't like 


18 

Bangor's offer, if they were going to make one, or he might 


19 

bo selling somebody an interest in Bangor that we would 


20 

get down the road. That is why I said they would have to 


21 

have an assurance they were underwriting Piper. 

1 


22 

Q So it is your testimony that unless you had 


23 

this assurance from Bangor Punta there would be no merger 


24 

and under no circumstances could you sell this Chris-Craft 


25 

block of Piper stock to the pul;lie? lb that your testi- 


i 
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A Under no circunstancos would we do It. I don't 
say nobody else would. v 

Q There might be other firms on the street that 

4 . 

would be willing to take this offer? 

A That would be up to them. We wouldn't do it. 

Q Dirrwting your attention to the press release 
which Mr. Liman ahovred you, your testimony is you read that 
press release on May 3th or 9th, is that correct? 


A Correct. 

Q You didn't read that press release, you read 
something else? 


A i road what was on the Dow-Jones. 

Q You read tha Dovr-Jon^a and your testimony is that 
whrn you read the word "value.° you said in jour mind that 
this was mark it value, is that correct? 

A Yes sir, 

Q And your testimony in that the language "In the 
opinion of First Boston" had no meaning to you, is that 
correct? 


A Vary little. 

0 Wei.*., what meaning did it have to you? 

A Tha only meaning it would have to me is that 

because I thl it. Pi.rFr Boston is a very fine company they 

* 
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A Well, it could have been closed very quickly, in 


my opinion. 


MR. ARNIMG: No further questions. 

REDIRECT EXAMINATION 

BY MR. LIMAN; i 

I 

Q Mr. Burnham, you mentioned the Brinks tr«*.nsaction, i 
Brinks offering, in which you say your firm participated. 

1 

k We were an underwriter, not a managing underwriter.j 
One of the underwriters. 

C Was that a case in which a minority stockholder 
v/cis making a distribution of his minority stock? j 

l 

A No. The hundred par rent owner of Brines, Pittstonl, 
was making a public offering — Brinks — of the 3 tock it 
owned. I think it indicated it sold 10 per cent. I don't , 

i 

know what the next offering was. They just had one. 

Q Was this creating a market for the Brink:;? 

I 

A Cre-ting a market. 

0 Anc it made more than one offering? it was 
lettirg out tie stock? 

f 

• i 

A They mads two so far. 

i 

G Aue you differentiate that from a situation in 
which a stockholder such as Chris-Craft tries to make an 
offering wherr there is another company, Eangor Punta, 
that hac 151 ter cent? i 


K 


*i; •. ; i i ; r * • 
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A I did. 

Q And could you explain, in your own words, why you 
think that Chris-Craft would find difficulties in doing this 
that do not exist in the Brinks case, for example? 

A Well, as I said, in the Brinks case I feel that 
the buyers, the underwriters, investment trust, the public 
was satisfied that as a part of Pittston it was well run, 
had a fine record, and that they were sure that the parent 
will continue to central the subsidiary. They were very 
pleased with that. I think in the Chris-Craft case there 
is a fight on. There's •— 

Q Assume the figh.. in not there, that they are trying 
to sell. 

A Well, I felt, as i said, it’s extremely difficult, 
unless the buyer is assured ti nt he is buying Piper and that 
he's not buying something else, whether it be Bangor Punta 
■or any other company. 

MR. LIMAN: No further questions. 

TK3 COURT; Thank you, Mr. Burnham. 

THE WITNESS: Thank you, s.’.r, 

(Witness excused.) 

MR. LIMAN: The plaintiff ca.ls C. Leonard Gordon. 

(Discussion off the record.) 

(Short recess.) 

* * * 
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Q Either one? 
A Either one. 




THE COURT: Would sell at wh*t? 

THE WITNESS: Excuse me? 

THE COURT: At what price would you sell? 

THE WITNESS: We would have to negotiate that. 

THE COURT: What aid you tell him? 

THE WITNESS: I wanted to see whether we could 
arrange the financing and whether we could o;et the other 
side to agree — 

THE COURT: Did you mention a price? 

THE WITNESS: I don't believe so. 
a (Continuing) I then through Mr. Baird — Mr. 

Baird cfilled me and told me that he wa 3 close to Mr. Wallace 
and that, maybe he was also close; to George Scharfenberg who 
was chairman cf City Investing, and maybe City Investing 
through their insurance company subsidiary could arrange 
for some sort of settlement here through a buy or sell 
arrangement. 


I 


A meeting was held with Mr. Scharfenberg, Mr. 
Wallacgmyself, Mr. Baird and Mr. Gordon at Mr. Scharfenberg's 
office. 

Q Was there a discussion there of your telling, of 


your buying, or anything like that? | 

, i 
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A Yes. 

Q Again the Court wants to know. 

\ 

A Yes. He said we would either buy or sell. 

THE COURT: Nobody asked you for what price? 

THE WITNESS: Well, I mean, yov. had to be very 
careful, your Honor, because we wer 

THE COURT: I know you ha _ . careful. 

Did anybody ask about price or was this just some 
vague gnerality, and how do you do and goodbye? 

THE WITNESS: No, I think it was more specific than 

that. 

THt COURT: Was it a specific business meeting for 
e specific business purpose? 

THE WITNESS: Yes. 

THE COURT: Was there any discussion at all as to 
what you were willing co do and at what price? 

THE WITNESS: What we were willing tc do was to 

sell out or to buy the other side if we could arrange the 
financing. 

THE COURT: Didn't anybody think to ask price? 

THE WITNESS: Yes. In the course of that con¬ 
versation I believe Mr. Wallace 3 aid that we would sell out 
at $80 a share or they would consider all cash of $80 a 

share. 

SOUTHERN DISTRICT COURT REPORTERS 
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THE COURT: What did you say? 
the WITNESS: I knew — 

THE COURT: What did you say about your block? 

THE WITNESS: We would sell on a more attractive 


basis. 


THE COURT: What was that? 

THE WITNESS: I think we would have — i led them 
to believe that we would have sat dcwn and negotiated more 
on a more attractive basis. 

THE COURT: What is that, from zero tc $80? 

What is more attractive? What were you conveying to them? 

t 

THE WITNESS: They were talking of, I believe, 

all cash and we were . 

talking in terms of maybe 25,0C0,000 

in 'lash and acne sort of stock or some other securities. 

THE COURT: What did that represent per share? 


THF. WITNESS: well, I can't answer that, sir. 


because — 

THE COURT : Nobody asked you? 

THE WITNESS: No, it wasn't that. They weren't 
prepared to borrow the $25,000,000 to do it. 

BY MR. LIMAN: 

0 Who wasn't prepared to borrow the $25,000,000? 

A Bangor. 

0 Is it your testimony that it never got dovn to 


(i 

! 
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A At this point. There were meetings with Mr. 
Wallace which I offered to arrange the financing to have 
Bangor Punta buy us out. 

Q At what price? 

A I told him I would arrange for them to borrow 
$25,000,000 on the stock and they would pay us $25,000,000 
in cash and they would pay us the balance in some sort of 
soft paper. If their stock ran up, we might get even up. 
It would be some formula that would allow them almost or 
more than two to one on the present price of stock before 
we would be even. 

Q When Mr. Wallace said that he wanted $80, did he 
say that what he wanted was his book and that was about 
$80? 

A Yes. 

Q What did Scharfenberg say and what did you say? 

A Well, I think it was sort of left, well, if you 

fellows can get together and you want my help, I will be 

glad to discuss it with you. 

Q What happened next in your efforts to sell? 

A I had a brilliant idea to call Charley Bludhorn, 
.nd seeing that he knew Mr. Salgo, whether he couldn't 

have Gulf 6 Astern buy us out of our position in Piper, 
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and we'd buy some other position from Gulf & Western at 
a high price, and he would be able to then make a deal with 
Mr. Salgo. 

Q What came of that? 

A Charley told me that Salgo doesn't want to make 
a move with Piper and he's not interested in it and he can't 
do anything with Salgo. ^ 

Q Did you take any further initiatives to try to 
dispose of your position? 

A Yes, I think Bludhom did say that maybe if they 

) 

made a deal, they would rive us Commonwealth paper or some — I 
it was a whole complicated deal. 

After that, after I was told that they ccuidn't 
do — that Mr. Salgo wouldn't mcJce a deal with him, I called 
Gerald Ruttenberg, I believe. Either he called me earlier 
or I called him. Mr. Ruttenberg I think is chairman of 
‘ the finance committee of Studebcker. They :>wn 60 cr 70 — 

I think it's 70 per cent of STP, which I thought maybe STP 
would buy both sid £3 out. 

Q Why did you aek him to buy both sides out? 

A It was obvious. As you got into these dis¬ 
cussions, right from the wording, nobody was going to buy 42 
per cent if they are in a lawsuit, in a position of being 

merged out, and there was no way’ to sell your 42 per cent 
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unless you can deliver the 92 in one package. 

Q So you called Mr. Ruttenberg. 

Did you tell Mr. Wallace you were going to call 
Mr. Ruttenberg? 

A No, I did not. 

Q What happened with Ruttenberg? 

A Nothing. 

Q What further efforts did you make? 

A I contacted Mr. Gurach, the chairman of INA, and 
had a meeting with him. I contacted him on the 8th, I 
believe it was, of October and we arranged to have a meeting 
in Nev* York on December 12 th. 

Q This is f 69? 

A Yes. In between that time I had discussions with 

Mr. Salgo and I discussed with Mr. Cornelius Shields on 
November 5th. He arranged a meeting with Mr. Gott,the 
chairman of AMF. 

Q Just with you or with Mr. Wallace? 

A Ho, it was just with myself. I had to take this 

position. So you will understand, I had to take the position 

If we could work out some arrangement, that we would be able 

to get Bangor to go along with it because if I said I can 
only sell you 42 per cent, you know, there was no reason 

for them to have a meeting. Then I had another cail from 

Mr. Bludhora and then there was a call which — there was a 
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call or a meeting with Howard Phillips, who I believe was 
then with Oppenheimer. I believe Len Gordon had that 
meeting. I was in it,part of it, in which he thought that 
both sides that he could probably arrange for both sides 
to sell out to some third party and that he had arranged 
these things before. said go right ahead. Nothing 

happened from that. 

On December 5th I met with Phil Levin, and I 
believe Charley Bludhorn's call was chat he would have Phil 
Levin to come over for — in tho3e days it was Transnation, 
that they might be interested in taking Piper. Again 
nothing could be warned up anouch to be able to get a firm 
offer out of them — 

Q A firm offer of whom? 

A Out cf Transnation. I then met again with Mr. 

Salgo and I had another meeting with Mr. Levin on Cbcaaber 
11. Then on December 12th I met with Mr. Gurach, the chairman 
of IKA, and I even v;ent so far ns to say that if you will 
Iran us money on our stock, we will go and make the deal with 
Bangor and deliver the whole thing. 

I then had a meeting on January 5, 1970,with 
Mr. James Miller, president of Blyth, in reference to Bendix. 
He -\*as on the board of Bendix, to see whether William Bendix 
would buy Piper Aircraft, assuming we could get Bangor to go 
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along, in «nc of his negotiations with any of these sophis¬ 
ticated people involved would they jver consider buying 42 
per cent. 


Q Did you ever offer it? 

A Yes, but you couldn't with any sophisticated person 
without adjourning a meeting. 
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On January 14th I telephoned Fred Sullivan, 

Kidde, and Murray Rosen, who is the president. 

Q Would you spell it for the reporter. 

A K-i-d-d-e, and arranged to meet with them to see 
whether we couldn't do something with them. 

I then either called Mr. Evans or there was a 

call from Mr. Evans, the president of Grumman. I believe 

Len Gordon discussed that with Evans and we had the nogotia 

tions with Grumman at that point. That would be January 
14. 

On March 13th Ralph Riener. who is a broker from 
California, came into New York. He had called prior. He 
came into Mew York and he said he thought he could get 

North American Rockwell to buy Piper. Those negotiations 
went on. 

I then met with — on May 1, 1970, I met with 
Orshan Saderkhan, who is the chief vice-president in 
charge of acquisitions I believe for Norton Simon. 

Then on the ltth of June X had a meeting with 
A1 Schwiwer, who v.-as president of Israel Aircraft. 

There are more that have gone on since then, but I didn't 
have my have my 1970 book past that. 

Q Did you ask your investment bankers to see if 
they could find a way for you to dispose of your position? 
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Armond Erpf arranged to talk to Mitsubishi. 


Q What about Fherill? 

A I forgot what company Sherill talked to. I believe 
he talked to Johnny and Yelly. That's Fiat. 


Q Have you received any offers at all for your 


block? 


Yes. 


Mr. Siegel — 


A Are you saying other than from Bangor Punta dis¬ 


cussions? 


Yes. 


The answer is no. 


Q Have you told the people you saw that you wanted 

your cost back and that you wouldn't consider anything else? 


Q What is the Piper investment costing you to carry 
each year? 

A I would say over $3,000,000 a year. 

Q What does that comprise, the interest charges? 

A The interest and no yield. 

Q Have you tried everything that you can think of to 
dispose of this position? 

MR. PENNOYER: Objection. 

THE COURT: Sustained. 
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Are your investment bankers still on your board? 
No, they are not. 

When did they leave it? 

They didn’t stand for reelection in January. 


SOUTHERN DISTRICT OtJRT REPORTERS 
United States Court House 

Foi EY : XivMRE, N.Y., MY. <0007 TELE PHONE: OOfJTLANO 7-\5£J 











iwnR-sn 


P3"*> Siegel-direct 471 

„ , ' 3183 A 

14R. LIMAN: i n view of the uncontested findings 

and in order not to be cumulative, your Honor, I will aak 
no more questions; but the cross-examination can exceed 
the scope of the direct, your honor, as far as I am con¬ 
cerned. 

THE COURT: You refer to uncontested findings. 

I don't recall any uncontested findings being placed in 
tiiis record. 

MR. LIMAN: Your Honor, I reported to jour clerk 

that vo have made progress in going through about half of 
them. Mostly it is just a nuchanical problem. There 
were various revisions, and we have to be sure that what 
your Honor has is the latest version. 

But that is going to be completed — basically, 
with a minor change here or there, the uncontested 
findings as your Honor has them are going to be admitted 
in evidence. 


THE COURT: 


I have had no uncontested 


findings. 


Nov; I want you to be perfectly clear that unless j 
you put into this record the number of a finding that 
you. are offering in evidence, there is no such thing as 
an uncontested finding in the record. 

Get that clear, and it doesn't make any difference 
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how many times you talk to my clerks, or what *lse you 

do. i don't want any incorporation by reference. j 

want this record to be totally complete as to what this 
case is about. 

MR. LIMAN: It will be, your Honor. 

THE COURT: All right. 

MR. LIMAN: As soon as we finish the marking 

process. 

THE COUtfT: All right. 

That moans that in x view of your prospective 
ofrer of certain findings in this record, you don't want 
to ask any more questions of this witness? 

MR. LIMAN: And in view of the fact that there 

has been prior testimony, as I understand your Honor's 

procedure, you want us to keep cumulative testimony to a 
minimum. 

I am proffering the witness now for cros-s- 
exaninaticn on such subjects as defense counsel feel 
appropriate. 

the COURT: Thank you. 

Any cross-examination? 

^R. PENNOYER: Could we have a short recess? I 
think I could shorten it up. 

THE COURT: All right. 

* 
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3185 A 

REDIRECT EXAMINATION 

BY MR. LIMAN: 

t t 

Q Mr. Siegel, you have testified earlier that you 
had recommended Beech 3tock to Mr. Sherill. 

A Yes. 

Q And at that time did you have some knowledge of 
the light aircraft industry? 

A Yes. 

Q And was that one of the industries that Mr. 
Rocklis was following? 

A Yes. 

Q And had you had discussions with Mr. Rocklis 
between the time that you recoamended Beech to Sherill in 
'69, I think you said, ard December 30th? 

MR. PENNOYER: Objection. 

THE COURT: Well, I vill allow it. 

I amjust puzzled as to the indicated basis 
during the course of this trial, as to how these vast sums 
come out of hiding and into investment or loans. I mean, 

it seems to not accord with any background of study that I 
ever had on the subject, and therefore I have to revise 
all my notions. 

I just don't understand how you go out and buy 
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.1* allllon dollars north of stock on the basis of tha 
knowledge that tbs witness has testified that he had 
•bout this organisation or how Mr. Burnham could get 
• 922 Billion cosnltBent from overseas on the r.'sis of 


SapteBber, 1968, information available in January. But 
I suppose that seems to be what happened. 


THE WITNESS: Your Honor — 

THE COURTS Yes, air. 

THE WITNESS: We did have approximately $35 
million in excess cash. I mean, at that particular 
juncture. 

BY HR. LKfiiN: 


Q Mr. Siegel, the question is not how much money 
you ha3 but why you spent it and what you really knew 
about this comp an y. 

Now you had investment* in other stocks during 
this period. 

A That is correct. 

Q Were you buying and aelling? Was that your 
practice? 

A No. We would buy, and if we feltthe stock was 
a sell, and if it wasn't something that for one reason 
or another fit into a possible future acquisition, we would 
sell out — 
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TU* COURT: Isn't the real reason you 
tbs investment here that you thought you could go into 
a situation and before February 4th be out of it? 

THE WITNESS: No, sir. 

Q I4r. Siegel, you had Warner Bros., is that cor¬ 
rect? 


A 

Q 

A 

Q 

A 

Q 


J 


Yes, sir. 

And you owned MGI 4 ? 

During — yes. 

And you owned Karlay-Davidson. 

Yes, we did. 

Xaeil of these cases had you ftsic SUSS considc^i 
tioo to the possibility of a merger or a combination of 
Took company with those companies? 

MP. PENNOYER: Objection. 

THE COURT: Overruled. 

A Yes, we did. 

Q And did you buy, during this period, stocks 
outside of the leisure-time field? 

A No. 

Q Were you in the business of stock market 
speculation? 

A Absolutely not. 
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P3”* Siogel-redirect 

Q And when you bought ~ 

THE COURT: In the light of that last answer, 

is there nny situation in the last several years that you 
have stepped into that you have stayed with for any period 
of time and haven't sold out? 

THE WITNESS: Yes, sir. I would say that. Chris- 
Craft is one. 


THE COURT: Are there any others? 

THE WITNESS: We don't do that many. 

Q When you say you don't do that, you either get 
into the company or out? 

A Yes. 

Q And in the case of Piper, when you bought your 
5000 shares, did you knew how many shares you would 
get at the next bid? 

IIP.. PENNOYER: Objeo tion . 

THE COURT: Overruled. 

A No. 

Q Were ycu bidding above market at this time? 

A No. What I would do is place a bid. I would 
aak the floor broker what is the bid and the asked. 

THE COURT: Wouldn't you ask him the size of 

the market on either 3ide of the bid? 

THE WITNESS* Right. 
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THE WITNESS: That’s right. 

THE COURT: It is not the full list, it is just 
the changes. 

MR. RYAN: The voekly transfer sheets, that is 
correct, sir. 

THE COURT: The weekly changes. 

Q Prior to your conversation with Mr. Milne did you 
have any discussions with anyone concerning these purchases? 

A None whatsoever. 

Q I will direct your attention, fir. Wallace, to 
November, 1969. Do you recall attending a meeting of the 
executive committee of the board on or about November 4, 1969? 

MR. LIMAN: Executive committee of what board? 

MR. RYAN: Board of directors of Bangor Punta 
Corporation. 

A I remember attending a meeting of the directors of 
Bangor Punta. It's never clear in my mind whether it is 
M executive committee meeting or a board meeting because 
we have a practice of inviting all the directors to attend 
executive committee meetings and it is merely an executive 
committee meeting for purposes of having a smaller quorum, 
but I know I was at a meeting of our directors, either a 
board cr executive committee meeting at that time. 

Q During the course of that meeting do you recall 
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any discussions co earring thi accounting treatment oi 
certain assets of the company? 

A Yes, I do, 

Q Would you please relate to us, to the best of your 
recollection, the substance of those discussions' you had at 
that meeting? 

A At that point vs had sold the stock of the Bangor 
and Arocstoc;; Railroad and generated a loss for the fiscal 
year ended September, 1969, and also the Piper situation had 
clarified ~ clarified may be a bad word, but it had come 
to a point whoro v:e owned approximately 50. something per 
cent and Chris-Craft owned approximately 42 or 43. some¬ 
thing per cent, and it was obvious to me that we would have 

to in some way treat with the Chris-Craft management because, 

.» » 

in the long run, it wouldn’t make sense for two companies 
to be pulling a third, you know — we would have to buy out 
Chris-Craft or make sore Ui'.d3rs fcaadin n with then. 

Q Those dir cuss j.on ; you had at this point? 

’ K * 1 ’ - ou n.E'an at the executive: committee 


meeting? 


A 

0 

A 


R7A ; i' '/eg. 

ies. ?hio ic the directors meeting. 

3 his the substance of the discussion 1 ? 

Ve3. ri.i3 wa a discussed then. I was also con- 
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)JU 

putting up $10 million tobjy Pip er stock? 

HR. PENNOYER: Objection. 

Q (Continuing) Did they report that to you? 
MR. PEWNOYER, objection, your Honor, on the 

grounds. 


THE COURT: Overruled. 


Yes. 


G And, as a result, your discussions v,ere dis¬ 


continued? 


An a.result I said I was leaving town, and ir 
they got back to the conditions I had laid down, I would 
b« glad to talk to them, but the -tee was, you know, moving 
along, end pretty soon nobody would be able to do anything, 

and I wssn't going to sit down until they were ready to 
come in. 

Q Was it you;: understanding, Mr. Wallace, in these 
meetings that the Pipers were willing to consider Bangor 
Pvurtta only in order to avoid Chris-Craft? 

MR. PENNOYER: Objection. 

THE COURT: Well, j think that you ought to put 
that question so that it does not forecast the answer. 

Ord you have an understanding as to the Pipers' 
purpose in talking to Bangor Punta? 

A Their purpose in talking to us? 
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Q Yea, «ir. 


3192 A 


A Yea. 

Q What waa it? 

A Por Piper to become part of Bangor Punta. 

0 And did th.v tell you why they wanted to hixmm 

part of Bangor Punta? 


A Yea. lThey said that if they could not be an 
independent company and be off on their own, which they 
vaatly preferred, then if the,, had to be affiliated with 
anybody or associated, with anybody, they would prefer 
Bangor Punta. 

Q And did they discuss Chris-Craft witi' you? 

A Chris-Craft wan mentioned, I am sure. 

Q Did they express their views about Chris'Craft 
i.i /our presence? 

A Thcit they would prefer us to Chris-Craft. 

0 13 that all they said? 

A I am sure they said more. I can't give you the 
exact wording, but they said more, I am sure. 

Q Now who is Mr. Galle? 

A Mr. Galle is senior vice president of finance 
of Bangor Punta. 

Q And did you, prior to May 8, 1969, ask Mr. Galle 
to mtke any cash projections with respect to acquiring 
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$30, in the low 30' a , an I correct? 

A Whatever I said I an sure that is what it 

was. 

Q Do you recall that was roughly the pries in 

Kay? 

A No, I havr no recollection of the selling 
price of our stock on any particular day or at any particular 
time. 

Q Were your warrants exercisable at $!55 a share? 

A Correct. 

Q And your convertible debenture was convertible 

at $55 a snare, is that correct? 

' A Not necessarily. 

i 

Q When you 3ay not necessarily — 

A Because all our convertible issues have 

what is known as an anti-dilution clause and I believe 
it may have been that it was convertible at 54.25 or 
something — whatever it is, it is. It is a mechanical 

t 

I 

thing. 

Q Approximately 55? 

A Yes. 

Q You also said yesterday, and then I will move 

away from yesterday's testimony, at page 857, referring 
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to your April 70 meeting with the Pipers, end I will direct 
your attention t.o that pare of the answer that tid: 

"A A3 a result I said I was leaving town,and if - 
they got back to che conditions I had laid down, I 
would be glad to talk to their, but the time v/as, you know, 
moving along,, and pretty sc*n obody would be able to do 
anytnir/j, and 7. v isn't going <;r eit down until they were 
ready to c;n>'; ir;.. ' 

fv.’r.r 'Id you mean by nobody would be 
a Me to do c.ny hing? 

A tti.U, it v><s a great mystery to me vary Chris¬ 
er a ft hoc not moved n.oro aggressively and I felt the 
more time the. - vrent by, the more the likelihood, that there 
would be no interest on my part in coming into the 
situation because Chri$:-Craft would have acquired so much 
& lock that it wouldn't be worth our while. 

Q Referring to the tir»y P press release, do you 
recall t! 3 re: : ~ivandation cf Mr r that was contained 

on the sr-cord ;c* ge (bend? ?■ g) ? 

A mean this tbir-g at the top? 

Q fee. 

1 ■ ? LIMAN : This *.s fire ring <9, your Honor. 

Q Why ib.i't ycu roed that. 


. •'su i it icwr i:; er:: 

! h I-' “C IT. ’ O’JUKV '•*: f ; 
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Q When you say "going ahead" on May 21, 1969, you 
had already committed yourself to purchase the Fund of 
funds block? 

A Right. On May — what? 

Q May 218t, the date of this meeting. 

A Whatever date you tell me I bought it, I bought 
it. I am not trying to be difficult. I just don’t 
remember dates well. 

Q And you had also, by Kay 21st, committed the 
company to enter into the agreement with the Piper family, 
the May Pth agreement, am I correct? 

A Correct. 

Q And you understood that under the May 8 th agree¬ 
ment that you were required to use your best efforts to 
ectair *50 per cent cf tht stock of Piper? 

A Absolutely correct. 

C And you understood as part of that agreement 
you were supposed to make an exchange offer to the public, j 
am X correct? ! 


If it says that in the agreement, that's absolute] 


correct. 


Q And what was it that you were trying to persuade ; 
your board tc do with respect to Piper on May 21st that 
led you to ineke this statement tc them? 
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A To rupport, to move with vigor, et cetera. 

You know, this was something we wanted to accomplish, 
and you know, when you are in any kind of a battle you 

try to keep up the morale of the troops, and that's what 
I was doing. 

Q Now the minutes also contained the statement 
that fa r. Salgo pointed out that: 

"Ir: the event we are successful in gaining 
a majority interest in Piper Aircraft Corporation, 
we My possibly be able to arrange fcr the liquida¬ 
tion of Chria-Craft's position in riper or. an 
installment basis." 

A well — 

Q Do you remember him saying that? 

A i certainly do. 

Q And ae was talking about paying Chri 3 -Craft on 
iistal.vircnts? 

A We were to pay Chris-Craft in any way Chris- 
Qraft -rould have taken. We made repeated efforts to buy 
out the Chris-Craft block. 

Q Had you made any efforts before May 21st? 

A Oh, excuse me. You are right, Mr. Liman. 

?he earliest effort I remember was a feting with Mr. 
Siegel in the summer. -hat was the earliest one I 
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r—smhsr. 

Q And what was tha installment basis that Mr. 

8algo was talking about hare? 

A I think Mr. Salgo was probably figuring that 
there was sons basis that could be worked out, paying so 
much a year. 

That's a normal kind of a thing in an installment 

purchase. 

Q Had you made any effort to acquire the Chris- 
Craft block before you laid out the money for the Fund of 
Funds purchase and for the purchases from Bay Securities 
and American Securities? 

A i don't recall, and unless there is some way of 

refreshing my recollection, al? I can say is I dcn’t recall 
having done so. 

Q And is it a fact that under -your loan agree¬ 
ment with John Hancock you had the right to use some $20 
million for an approved acquisition? 

A Tliat's correct. 

Q Aud is it a fact that you had used, through the 

acquisition of the Fund of Funds block and the blocks 

from Bay Securities and American Securities, almost ten 
million of that? 
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^ About ulna ai.ilion dollars. 

0 Mow, Mr. Wallace, are you familiar with the 

proviaion in the May 8, 1969, agreement that provided i„ 

eubataoce that in effect if you got more than SO per cent 

of the stock and the Piper family offer wa. worth les. 

than 580, you would make up the difference to them ? 

I am paraphrasing it and don't accept my para¬ 
phrase. I am just directing your attention to the pro- 
vision. 

Are you familiar with that provision for an 
adjustment upward in the Piper family package? 

A Withoutaccepting all your characterization I 
recall such a provision. They called for an adjustment 
in the price in the event that Bangor Punta received 
more than 50 par cent, Ithink. 

No v if that is — 

Q That is in *66? 

A Whatever the agreement says it is, it is. 

Q There is litigation now between a member of the 
Piper family and Bangor Punta, and I don't want you to 
put an interpretation or characterisation here. 

A That's the Piper-Bowles litigation. 

the COURT: Gentlemen, never mind these con¬ 
sideration. of delicacy. Now let's get on with the 
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0 I will show you Exhibit 80 for identification, 
which are copies of three letters from Mr. Jamon' -».u to Mr. 
Nardone, enclosing certain certificates of Piper stock 
for payment by Bangor Punta. Would you lock at them 
(handing). 

A I see this. I know nothing about this trans¬ 
action, but I know Mr. Nardone and he is treasurer of Bangor 
Funta Orararicns. 

Q Today your counsel was good enough to bring me - ' your 
diary, and is it a fast that it shows on July 29 a meeting 
with Chris-Craft? 


A Yes. I wane to apologise: when 7. got hack to the 
office last night r. checked with my secretary and she had 
found this diary, end it indicates on Tuesday, Jvly 1169, 
I have written in my own handwriting "Meeting with Chris- 

Craft." 

Q icu recall that that is the date chut your exchange 
offer was scheduled to cle ;e? 

A I recall, you know, based en what I have heard, 
that that is what it was. I really have n; recollection of 
the connection there. 

Q Were yen aware that ycu had racaz 'cd -die pwe.: in 
your exchange -viler to extend it? 

A On notice. 


:w:jshf~x ot $■ h;v~ 
i*i: S>‘a. 

ne*-ay n, ,. n.v. < 


C- • • ?w> !*2 m •- 

?r:i Mr />, 

i *l.BPf'C-J:. 0 M . tA! !0 7*T3© 
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mp2 >v i 1 ace-’Cro ss 

Q ¥ou scy en notice; that is your interpretation of 

it? 4 


A That is vTafc I understood, yes. 

'• Q Did somebody tell you that? 

A It is in the exchange offer, I believe. 

Q When you say it is in the exchange offer, you are 

referring to — 


1HE COURT: Mr. Liman, does the reason for the 
failure to ex to; d the offer make the slightest bit of dif¬ 
ference in th: r. case on any issue? 

MR. LIMAN: I think 30 , your Honor. 

THE COUOT: What difference does it make? 

MR. LIMAN: I think it bears on the issue of the 
effort to freeze us in and out. 

THE COURT: I consider that such a hopelessly 
remote speculation that it doesn’t even warrant ;;a inference 
' in any direct i-v>. 


| 

l 


I 

1 


I 

I 


I 

« 

I 


. 

I 

t 

» 

I 

t 

I 

t 

t 


MR. LIMAN: They offer* a propound finding, your 


Honor, that v;e had plenty of opportunity ho get cut ->:LLh 

„ . ’ I 

their exchange offer. i 

l 

I 

• 

THL •’ HURT: That speaks rapidly i i another direc¬ 
tion. i 


A 

Q 


This is the language I am referring to (indicating) 
Under " Prpiratic i Date”? 


•iitiKiftw district -‘ojp.t : 

t.'M|T5D . ImTEJ. C.LT.T H: Vi.!- 

Fcirv ;xz. N.Y., i'Vf. ICC3C ' SJIPlMC:- 7-r-e, 
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2 

A Yes, on page 6. 


3 

Q You read that as meaning that it wasn't 24 hours ' 


4 

notice of termination on an extension but that you had to 


5 

give 24 hours' notice to extend? 


1 6 

t 

A It means that if I decided to extend, before I 


7 

extend I have to give 24 hours' notice. 


8 

Q That is the way you read it? 


9 

A Yes. 


10 

Q Do I understand that on July 29 you did not have 


n 

50 per cent of the stock of Piper? 

• 

12 

A That's correct. 


13 

Q And you understood that your offer was subject to 


14 

stockholder approval on August 7? 


15 

A That*8 correct. 


16 

Q And you understood that during that period between 


17 

July 29 and August 7 you were not in a position to acquire 


18 

• other shares of Piper? 


19 

A I think that is correct. I know this* from the 


20 

period of May 23, when we ’■’.sited the SEC, we were making 


21 

very sure that we did nothing without prior talking to the 


22 

1 

SEC. 


23 

Q Was it your decision you should not keep your ex¬ 


24 

change offer open until your shareholders approved it? 


25 

A That is correct, that was my decision. 
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A No, not necessarily. 

Q Did you ever tell your lender, John Hancock, 
that time was in Bangor-Punta•a favor as opposed to chris- 
Craft's? 


A You know, 1 was presented with a very serious 
problem with Jonn Hancock because Chris-Craft went to 
Hancock and I then had t.o sort of soothe the ruffled 
feathers — the Uancosk is a very conservative group and 


1! 

12 

13 

14 

15 

16 
5/ 
13 
19 
23 
21 
Zt 

23 

24 

25 


l 


they don't like to be involved in any kind of controversies, 

i • r 

a k. so forth, and I think I probably told Hancock that, 
you knot that things would work out and ju 3 t sit tight 
and not to get upset about things. 

Q Chris-Craft had not gone to Jehu Hancock by 
October of 1969, did it? 

A I don't know wh^n you went there. All I 
remember is it was a very traumatic experience for me, 
that is all. 

Q If X show you Exhibit 81 for identification, 
would tlxis refresh your recollection as to when you talked to 
John Hancock and what you told them (handing)? 

A Whose file is this from? 

Q From John Hancock's file. 

h This is Mr. Monroe's file? 
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Q 

A 


I err. eve 3o. 


I read it i ov? 


Q Sa -e. 

( w ruce.) 

A This is ell true. 

Q Tvhir. ;f rj auy it is ail true ~~ 

A 7 don't hero any recollection of the time. 
All I am osy:..oy i • whnt thr.t. is the hint cf thirj I 
would have said. 

0s> 

’Ui. I will slier.’ you this aid effer 

in evidence after you have r. chance to .ieok at it at the 

lunch break, Mr, Ryan. 

Q At your July 1, 2.339 reacting of your board ol 
directors did you state t;. bha board.. “Ckrie-Crait. l.&s 
ari investment c : about 339 1 lion p.'.ur t-'.zptv sg-j cnc 

that Chris •-Cr 3 ft has r. tlaivuui .'.oa:; for t praxi-votel; 

$15 million which v.-e fcolicvo juust be or.:fled wit .in the 
near future. This ■■''arcs - a a position who e v.e 
.must dstorjui •: a how rrti'h sfcoul-1 bo paid for* hliri*; •Craft* s 
interest a.if. the 2orzi of pr v r»*ivL» T : add r. f j oar 
appropriate fr-.v S3 to consider psyia;* -l? cnah f'r ; heir 
Piper sh ;■ rer; 

Hi -. , r.: : those state.* r 
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A This is all true, and I remember the circum¬ 
stances of this statement very well. 

Q What did you have in mind when you told che 
board that Chris-Craft’s demand loan had to be settled soon? 

A What I had in mind was, and this goes back 
to Mr. Salgo's remarks about an installment sale, and various 
meetings I have had with Mr. Siegel and Mr. Gordon, tliat I 

i 

thought it was unrealistic for us to think in terms o' 

i 

i 

any settlement with Chris-Craft which didn't involve getting 
over to them enough money to cover their short-term 

i 

indebtedness. 

You know, Bangor Punta i3 not really the 
richest company in the world and we have a lot of debt 
ourselves and I was concerned that our board understands 
that we could not accomplish this unless we gave Chr.-s- * 
Craft some means of paying off the^r debt. 

Q You v/ere not waiting, were you, for Chris- 
Craft '3 lender.. to call the loan? 

t j 

A 1 wasnt waiting for it; I would have been 
delighted if they had^ '• — 

Q Is it stiLI your intention to merge Piper 
into Bangor Punta? 

A There is a court order against it, or a 

* * * 
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afternoon session 3205 a 

2.15 P.M. 


MR. LIMAN: I offer Exhibits 79, 80 and 81 for 
Identification. 

MR. RYAN: No objection. 

(Plaintiff's Exhibits 79, 80 and 81 for 
identification received in evidence.) 

DANIEL WALLACE, resumed. 

CROSS EXAMINATION CONTINUED 
BY MR. LIMAN: 

Q Mr. Wallace, you testified yesterday at page 829 
in answer to some qiestions by Mr. Kushner as follows: 

”Q And was there any reason that both you and Mr. 
Salgo didn't al3o handle the stucy committee to which Mr. 
Hutchins was appointed chairman? 

"A I think there was a very good reason. 

“0 What was that? 

"A One, I think everybody knew Mr. Salgo's opinion, 

to begin with, and, two, I think everybody figured 3 was 

trying to preserve order in the house and not take a stand, 

one way or the other, until I had learned more." 

Now, had Mr. Salgo expressed an cpinion before 
the Hutchins Committee was appointed on the railroad? 

A Yes. 
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Q And what was his point of view on the railroad? 

A well, I believe that Mr. Salgo thought that a 
solution should be found for handling of the railroad, 
that it did not really fit into Bangor Punta's long-range 
plans. 

Q So that is it fair to say that the difference 
between Mr. Salgo and Mr. Hutchins was not over whether Bango: 
should retain the railroad but rather on how it should divest 
itself of it? 

A No. That's incorrect. 

| 

Q Well, in what way is it incorrect? 

A Thera's all sort3 of areas of difference, one of 
timing, one of manner, one of the consideration, one of the 
total consideration and so forth. I think on all these 
points there was divergence. 

Q But you said that Mr. Salgo felt that the railroad 
did not fit into Bangor Punta's plans? 

A I said,long-range plans. We had felt for some time 
that a solution should be reached, because maybe we would 
own the railroad for ten more years, twenty more years. 

We didn't know. 


Q Depending on whether you found a buyer or vere able 

I 

to uive.Jt — i 

I 

A Mo. Not depending on whether we found a buyer. 
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but depending on whether, all things being equal, the solution 

we found was of advantage to the stockholders. 

Q Well, did anybody at Bangor Punta, prior to the 
appointment of the Hutchins Committee, express the view that 
Bangor Punta should continue in the railroad business in¬ 


definitely? 

A There was feeling that the railroad was a good, 
solid earner, in some quarters. I can't give you specifics 
at this point. 

Q Well, who fr*Vt that way? 

A At one point, Mr. Robertson felt the railroad was 
a very sound operation. 

Q But Mr. Robertson was in favor of appointing the 
Hutchins Committee? 

i 

A The Hutchins Committee, as you understand, was 

j 

originally appointed not to do anything but study Mr. Salgo's 
recommendations, which were raised at the meeting of April 
1st, I believe. 

Q Now, you said that Mr. Salgo's opinion had been 
expressed before. Had Hutchins expressed an opinion on the 
railroad before he was appointed? 

A Not that I recollect. 

Q Was the fact that fir. Hutchins was a friend of 

Dumaine known to you at the time this committee was appointed? ! 

« 
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A The fact that Mr. Hutchins was acquainted with 
Mr. Dumaine was known to me. 

Q And had Hutchins, before the appointment of the 
committee, ever expressed the view that Dumaine might be 
a buyer of the railroad? 

A Before the appointment of the committee? 

Q Yes, sir. 

A 1 don’t recollect that. 

Q Now, you testified yesterday, also, at page 830, 
with reference to Exhibit No. 2 in this case, which is the 
unsigned letter from Mr. Hutchins to Mr. Dumaine. Are you 
familiar with the letter? I can find it here. Fere it is 
(handing to witness). 


A Yes. I recall that letter. I read it yesterday. 

Q Right. And you said yesterday, "I don't know 
about this letter. I have subsequently learned about it, 
but at the time I did not know about it." 

Now, when you say that you subsequently learned 
about it, when did you first learn about the letter? 


i 

i 

i 

i 

i 

» 

I 


A During the course of the investigation thf.t the 
SEC conducted, I think during the summer of 1970. Wouldn't 
that be right: '70? 

Q In other words, you learned about it after the sale 
of the railrocd? 
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A Yes. I believe that's true. 

Q Now, you have testified with reference to the May 

21st minutes, at page 820, the May 21, 1969, minutes. At 
page 820, you were shown the minutes and a $7,000,000 figure 
reflected therein, and y-*u said,"i don't think it was a very 
serious proposal, but I think it was made. 

"Q On the part of Mr. Salgo? 

"A No. I don't think Mr. Salgo was serious in this." 

Do you remember giving that testimony? 

A Yes; I did. 

Q V as it the practice of Bangor Punta to circulate 
the minutes among the directors? 

A To circulate the what? 

Q The minutes. 

i 

A No. It's not the practice. The practice, subject \ 
to correction — Mr. Martin, who is here and is secretary of 
the company but ± think we give the directors a summary of 
the minutes, and then the minute book is open for their in¬ 
spection. 

Q Well, my recollection — 

A That was at their request, incidentally. 

Q My recollection is that Mr. Flick testified that 
notes of the meetings are kept until the minutes are ap¬ 
proved . 

i 

SOUTHERN DISTRICT COURT REPORTERS 
United Sta’i es Court House 

Foley Square. N.Y., N Y. WK& Telephone: COrtlano 7-4500 











2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 
15- 
16 
17 

15 

19 

20 
21 
22 

23 

24 

25 


?p6 


Wallace-cross 


3210 A 


A That's correct. 

Q Has the practice chanced since Mr. FJ -k was in 
charge of keeping the minutes? 

A Not to my knowledge. 

Q And are minutes read at meetings for approval? 

A No. A typewritten summary of the minutes is 
subrnittod, with the understanding that the directors may 
inspect tbfl minute book and the actusl minutes, and then the 
minutes are approved on the bas.\3 of the summary. 

Q Do you have a cooy of the summer*/ of the May 2l3t 
minutes? 

i 
! 

A I don't know. 

i 

MR. RYAN: Zou mean, on his person? C will object \ 

I 

» 

to that question. Nobody has ever asked for them. 

i 

MR. LIMAN: We asked "or all minutes. 

i 

MR. KUSKNER: Your Ho ior, there was a subpoena 

i 

served in the Commission s investigation — 

| 

UI'U COURT: I don't know what all the exo5 taneiit j 

> 

I 

is about. Have you got it or haven't, you got it? 

MR. RYAN: I don't know. May 1 jusc -keck for a 

second? j 

1 

i 

Mr. Martin informs me, your Honor, tk at .at the time = 
Mr. Wallace is testifying about; in May of ' the practice ; 

was to send the minutes around "or approval, '. k ^/ooent 
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practice is to s,a the rasuaie. 

THE r c*.T!E=S; Then I stand corrected. 

MR. LIMAN: Thank you. 

Q And vus it a Ire, then, the practice that if a 
director found that something did not record the substance 
of the meeting or whafc ho noant, that the changer would be 
made? 

A Certainly. 

Q Ho ;; a xi.ovr whether Mr. Saigo ever asked that these 
minutes be chanced'' 

A It would ts reflected in the minutes of the next 
meeting. I don't recall„ 

3 Attar this May 21cb zjietiwy, did Mr. Curtis Hutchins 
ever renort to you that he had tried be get Dusmine bo pay 
$7,000,000 for the railroad bv.t that uusnains would not 

i 

budge? 


■IF., 'drAN. Ycur .loner, I &z y/b-inr to object to this: 

i 

i 

whole lir.fhpp<a)*enbly Mr. Liman is going c-’r: tl.e oaiue { 
area that .Mr. .’ashr.er went ever yesterday. 7fc in jteeotit..ve | 


and cumulative, and x want to know he.' timer ai : ve 

going to sit hare through this kind cf esrastinaticn. 

THE ooma-: One :xx:.c3 time. 

MR. LXMAM: This question v:ar- rot asked. 

THE court*. : Ovorrjied. 


i>x »•„ tf'.’jn r..’i i 
h;rre.‘ v>' . g-ru-;. • . 
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THE WITNESS: Could I have the question again? 

THE COURT: Read the question. 

(Question read.) 

A I don't recall such a conversation. 

Q Now, you testified that after you spoke to your 
accounting and tax people, the matter of disposition of the 
railroad was tabled for a considerable period of time. Do 
you recall testifying to that effect? 

A I believe that occurred some time in June, 

Q Were you told, Mr. Wallace, that in July Mr. Dumaine 
wa3 given a tour of the Baigorend Aroostook Railroad? 

A I don't recall. It may have happened. If it 

\ 

happened, it happened. There wasn't anything that I had to 
approve or disapprove. 

Q If I show you the transcript at page 770, am I 
correct- that there is an error in the transcribing here? 

Would you look at the answer that begins, "3ut I do recol¬ 
lect" — 

A Could I read where it starts? 

0 kure* And if there is a change, would you plea 3 e 
express it? It is page 770. 

THE COURT: What line? 


line 1?. 


MR. LIMAN: I am pointing out to him line 11 and 

* *< 
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wouldn't you? 

MR. RYAN: Objection, your Honor. 

THE COURTi Sustained. 

MR. LIMAN: No further questions. 

CROSS-EXAMINATION 
BY MR. PENNOYER: 

Q Did the Pipers agree with your view that 
there was a safety problem with the Twin Comanche? 

A No, they did not. 

MR. PENNOYER: NO further questions. 

MR. RYAN: I have no questions, your Honor. 

THE COURT: Mr. Kushner? 

# 

MR. KUSHNER: Your Honor, may I just have 

one moment? I just have one e:chibit for identification 
and I don't believe there will be any objection to it. 

THE COURT: Do you want this witness for 

anything? 


MR. KUSHNER: Yes, sir, in case there is 

objection. 

THE COURT: Well, what is the exhibit? 

Ju3t describe it. 

MR. KUSHNER: It is a page which was 

attached to the September 9 minutes which stated that the 


SOUTHERN DISTRICT COURT REPORTERS 
United States Court house 

Foley Square, MY., MY. 10007 Telephone.- OOrvland 74580 






1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 1 

y 

■Zj 


Wallace-cross 


3214 A 


996 


meeting had been scheduled as an executive committee 
meeting. 

MR. RYANt I have no objection. 

MR. KUSHNER: That is Exhibit 61 for 

Identification (handing to Mr. Ryan). 

MR. RYAN: I have no objection. 

THE COURT: All right, thank you, you are 

excused. 


(Witness excused.) 

(Plaintiff'6 Exhibit 61 was received in 
evidence.) 

THE COURT: Mr. Kushner, is there any 

significance to the fact that Exhibit 61 states what 
it says? 

MR. KUSHNER: I think it is one inference, 

your Honor, that this issue of the railroad created a 
lot of interest among the Bangor Punta directors? 

THE COURT: Is there anything that shows 

why the attendance after Labor Day was better than the 
attendance before Labor Day? 

MR. KUSHNER: There ic some testimony 

by Mr. Wallace on that, and paerheps we will get more, who 
knows. 
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